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We have tho l»on<»ur G) you ou the conclusion 

of tho oonstitnlional inquiiv >\lneli has been conclueted by the 
Indian Statntoiv Conunission in accordance wth tlie pro- 
visions of section b4-A oi the Govornnicnt of India Act, and 
to forward for tho con«!ider.»tion of His Majcst> 's Govern- 
ment, as a prolmiinaiv to the di‘'Cns‘'ioii« which will shortly 
take place at the Round Table Conference, our views on the 
luithei pio^K'ss A\hich nna:ht now be made towards tho deve- 
lopment ol losponsible govcinment in India as an integral 
part of tho British Empire. The report of the Indian Statu- 
tory Commission contains proposals of far-reaching sig- 
'nMcance and crucial importance, affording the most conve- 
nient, afid indeed the inevitable, method of approach. We 
have fjirther studied the reports of the piovincial committees 
which were set up in connection ^dth the Indian StatutoBy 
CommiBsion,..and we have derived great assistance from the 
valuable labours of the Indian Central Committee. 
We have, in addition to these documents, had the 
adviintage of seeing the many suggestions made by indi- 
vidnal tmnkers in India and the scheme prepared by the All 
‘Parties Conference in 1928, commonly known as the Nehru 
.i^epbrt, which, though it has for various reasons ceased to 
occupy the forefront of the political stage, nevertheless re- 
mains as tlm most authoritative and detailed exposition of 
views ox constitutional nationalists that has yet been 
put forward. 'We have also paid due regard to the opinion 
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that has been expressed in India since the publication of the 
report of the Statutory Commission, and the most recent de- 
velopments of tliis opinion vpU no doubt be placed before 
His Majesty’s Government by the delegates at the Round 
Table Conference. Finally, we have received and transmit as 
enclosures to this despatch the weighty views expressed by 
local Governments. 

The examination carried out by ourselves and the pro- 
vincial Governments has been unavoidably haiidicapped by 
the circumstances in which it has been undertaken. The 
time available for reaching conclusions on matters at once 
so intricate and so important has been in itself short, and 
the attention of all Governments in India has been much 
occupied by the abnormal conditions arising from the civil 
disobedience movement, and in our own case from the 
situation on the North-West Frontier. Nevertheless, we have 
liad the benefit of personal consultation with all the Governors 
of provinces, and have devoted much consideration to the 
various problems involved. We have not found it possible 
to deal in this despatch with all matters of detail, but we tiust 
that our obsen^ations will be found to cover tlie main points. 

C 

POLITICAL FORCES IN INDIA. 

2. General observations. — The solution of the great 
issues which now confront us is to be discuss, ed at the Round 
Table Conference with a view to achieving the utmost possi- 
ble measure of agreement between His Majesty ’s Government 
and the representatives of different parties and interests in 
India. It may therefore be convenient, before we come to our 
detailed observatioTis,, if w^e attempt to give some account of 
the political forces at work in India, the constitutional 
demands that are most commonly put forward, and the 
strength of opinion on which they rest. We recognize with 
the Statutory Commission the difficulty, particularly at a time 
of rapid change like the present, of estimating Avith accuracy 
these foi’ces, and, set as we are amid many conflicting cur- 
rents and much clash of old and new, of stating general con- 
clirsions, ^ What we say, therefore, must be read subject to 
this caution. Complete agreement on general statements 
cannot be expected. We offer our observations merely asnn 
attempt -to draw a picture which in its broad outlines we 
believe to be accurate. 

3- The political classes. Tendencies making for unity of 
vienr.---The Ipdian Statutory Commission in the able 
analysis of public opinion in India, with which the first 



3 


volume of tbeir report concluded, pointed out that political 
thought and influence are, as is to be expected, principal^ 
concentrated in the towns. It is in the larger towns ttot 
are to be found those elements 'which give direction or active 
support to the political forces of the day. They consist of the 
professional classes, in particular lawyers, journalists and 
those connected with education ; an appreciable portion of the 
trading classes ; those engaged in clerical occupations ; the 
large number of students at the universities and colleges ; 
the melancholy army of those who having sacrificed much to 
go through the schola.stic curriculum find at the end that their 
country offers them no employment : and, lastly, the small but 
growing body of educated women who are throwing them- 
selves with enthusiasm into the new world of political affairs. 
These are perhaps the chief elements that go to make up 
what we may call the ijolitical classes. Their thought is pro- 
foundly influenced and unified by the writings of the press, 
tt is no doubt a common characteristic of mankind all the 
world over that they tend to take their politic.al views ready- 
made, and that with growing education those views are more 
and more mouhU'd by the press. This characteristic is certain- 
ly very marked in I ndia, aitd those who might be disposed to 
4and out against i)oi)ular opinion as expounded in the press 
are not infrequently deterred by a sensitiveness to personal 
attack, which has not yet been blunted by long experience of 
public life. Journalism in India eoncentrales largely on 
the personal side, and the ])ress is outspoken in its denuncia- 
tion and ridicule of those a ho venture to express opinions 
in conflict with those generally accept('d. There are 
other inqjortant factors v'hich make for a prevailing 
unity of view on certain broad issues. The fact that the 
dominant power in India is in the hands of a foreign J-ace 
caimot fail to offer to those who attack existing conditions 
the opportunity of a x’acial apixeal. Again, a common desire 
for changes in the form of the Government acts as an indnoe- 
ment to preserve a united front, and to keep in the back- 
ground such diffovences as exist. Finally, caste and family 
attachments are of peculiar stren-?th, and the close intimacy 
of social relations promotes a common outlook. 

4. The commercial classes.— We have mentioned above, 
as forming part of the political classes, the trading com- 
munity. Like all generalizations this is open to qualification, 
and there may be differences of opinion as to the extent to 
which traders interest themselves in politics and what precise 
part pressure of different kinds plays in influencing their 
actions. But it can hardly be denied that the trading classes, 
which as a whole used in the past to be content to occupy 
themselves with their business, have been taking a more and 
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more active share in politics. Though men prominent in indns* 
try and commerce have for many years played their part in 
public affairs, the., feeling that improveipcnt o£- .4rade 
I and industry is to be sought throfigh political channels 
I is a*“ developiiiient'"'of comparatively recent times. The 
extreme illustration of the way in which this idea has 
gi’ipped the business community is to be found in the attitude 
of the commercial classes in Bom])ay during the present civil 
disobedience movemeul. After all allowance is made for the 
religions and emotional appeal of Mr. Gandhi’s name for his 
oiMi countrymen, the Gujoratis, who form such a large element 
in the life of Bombay city, it must be leeognizod that the com- 
mercial community of Bombay lias in pursuit of poli- 
tical power been lending its supjiort, both moral and 
matcriar, to a inoveincnl in detianec of the law, which might 
have been expected to have no atti action for those whose 
interests depend on stable and poaeefnl conditions. 

T). The landholders and the agricultural classes.— Pass- 
ing to llu' move conservative elements in the iiopulation, the 
most important class is that of the larger landholders. In 
mail) parts of tlu' country they still retain in their estates and 
villa«en a traditional authority, which,* though it may now 
meet vith ‘omio ehallenge, i^ yet one of the active forces in 
the life of the commnnity. The spread of (‘dneation and the 
inHueiici of the press lead con''Uinll> to enlarge the number 
of landboLlers wbo might be included in what we have called 
the political classes. On the whole they remain at tiresont a 
coiisoj’vativo force, conscious that their nilluonce is likely 
to suffer from too rapid political changes, and beginning to 
realize that the di'fenee of their interest requires a more 
active participation in public life. Below them in the agri- 
cultural worlfl come the small landholders and the more 
sulistantial ixiasantry. Tliis is a class about which it is 
peculiarly difficult to generalize. FJroadly speaking, pros- 
perity hinngs education, and edneation fosters political ideas. 
Jt does not follow that the ideas of this class necessarily 
coincide with those of the corresponding urban classes : 
indeed in the Punjab where tlio small landholders are a 
strong and increasing force there are signs of the development 
of a conflict of interests between them and the town dwellers. 
But whatever may be their views, the important point is 
that they have views, and cannot be regarded as forming part 
of the unthinking masses. The events of the last few years 
in Oujerat afford a striking illustration of the effects which 
this class can produce when guided in a political direction. 
Belov this stratum come what may be called the agricultural 
masses, a political force of great potential importance, bnt in 
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normal times interested in little outside their own villages, 
their own immediate needs and conditions, and the hard 
struggle for existtence. It would be fair to say that they have 
no informed conception of the political problems of India. 

6. Industrial labour, — The towns too have their counter- 
part to what we have described as the agricultural masses. 
The bulk of industrial labour is ignorant and uneducated. 
Their surroundings are often primitive and insanitary, 
though steady efforts are being made to improve their 
lot. Living in towns they are more closely in contact 
with political movements tluiii are the agricultural 
classes, but it is doubtful whethei" the ordinary political 
ideas make much apx)eal to them. In the to\vns too 
are to be found those lower strata of the population which 
can easily b&w(;rked up into mob demonstrations and violence. 
These elements ami the industrial population have 
formed in recent years the objective of ‘eommuiiist propa- 
ganda. In some of tlie larger indus, trial towns the doctrines 
of communism for a time made apin’cciable progress, parti- 
cularly iti Bombay, The movement has recently I’eeeivod a 
check, hut it nndonbtedly survives as a continual menace to 
orderly progress and (ho wcll-heing of tlie community. 

7. Means of appeal to the masses.— The general effect 
of the picture we have endeavoured to draAv is that the classes 
affected b.v political opinion form a wide circle which is 
sfoadily expaiifling. It is continually establishing new con- 
tacts with lliose portions of the populaticui wJiich have 
hitherto been indifferent,. But beyonti the fnrth('st range of 
the genuine inHuonce of political reasoning anil argument, 
those who wish to rouse the unpolitical masses are able to 
play on tJicir feelings by appealing to the interests ■which 
are intense and vivid in their lives. First among these 
interests must be placed religion. It Avas the power of 
religion which enabled Mr. Gandhi during the non-cooperation 
movement ten years ago to rouse and sway the masses 
to a degree hitherto unknown in British India, and 
it is tj|e veneration in which he is held for his ascetic life 
and moral teaching that gives him a great jjart of his popular 
appeal today. It was tlie power of religion working througli 
the Khilafat movement, which for a time diverted the Miudim 
community from their traditional relations with the British 
Government. It was the appeal of religion, that recently 
threatened to destroy the work of the reformers in the Child 
Marriage Bestraint Act, commonly known as the Sarda Act, 
and has been used to rouse the transfrontier Muslim tribes 
against a Government responsible for a measure which could 
have no application to them. 
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The Beoond of the main interests through which the 
masses znBy be roused is the land. India is predominantly' 
an agricultural country and the land is the basis of lire 
for the great majority of the people. Consequently they inay 
be immediately and profoundly affected by anything which 
touches the land, in particular land revenue and land tenures. 
Agrarian problems are seldom far below the surface. 

The tliird method of approach to the masses is one 
that is still comparatively new and untried. It is broadly 
spcalcing the method of revolutionary communism, the appeal 
to the “ have-nots ”. There are signs in the armoury of 
political agitation of an increasing insistence on the facts of 
poverty in India, not with a view to constructive effort in 
remedy of the causes, but for the purpose of exciting feelings 
against the i)ropertied classes and an alioi Government, Not 
much progress has been made on these lines except in the 
industrial towns. But it is part of the policy of communism 
to spread its doctrines among the peasants. 

8. Sectional interests. — ^In speaking hitherto of political 
interests we have had in mind chiefly those broad issues of 
public policy which group themselves round the demand fior 
an increased measure of ‘^clf-govemment, and we have tried 
to suggest the area over which interests of this kind are 
active. 'J’here ai'e, however^ other interests whicli make a 
genuine appeal to large bodies of people on lines other than 
those of nationalist politics. One of the marked effects of 
the present, constitution, with its introduction of the forms 
of democratic government and its transfer of power not only 
in the provincial councils but in local bodies, has been the 
recognition of the fact that any group or section which lias 
a common bond of interest can secure its objects only through 
organization. . The binding forces of society outside the 
family are religion and caste, and there has been a deflnite 
quickening of communal and caste feeling, and a tendency 
for people to group themselves politically under these cate- 
gories, which have for them a practical significance. It is 
felt that a common interest unites those who , belong to a 
particular caste or a particular religion, and at # time 
when novel and broader ideas have not ^et succeeded in estab- 
lishing themselves, it is no doubt inevitable that the earlier 
manifestations of political awakening should among large 
sections of the population take a form mat is familiar and can 
readily be appreciated. Local and provincial patriotisms also 
show unmistakable signs Of development. All these indicate 
the real emergence of a public opinion and a general will, in 
a form however restricted, expressing themselves through the 
telations which most closely concern and interest the masses, 
of the people. Forces of this kind reach elements of the 
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population which are untouched by the ideas of nationalism, 
but it must be remembered that they are always at hand to 
be utilized for nationalist ends. 

9. The growth of the nationalist spirit. — ^lu saying this 
we do not wish to minimize the extent of the genuine in- 
fluence of nationalist ideas. There is no doubt that a con- 
siderable degree of national consciousness has been evoked 
among the educated classes as a whole. With the economic 
and educational development of the country have come, natu- 
rally and honourably enough, a greater self-respect, both 
individual and national, and a demand for equality of treat- 
ment and status with the West. The rise of Japan as a great 
Asiatic power supplied an early stimulus to this movement. 
Since tlieu the stream of wostcm thought in the present centu- 
ry has more and more brought India within the line of its 
current. Iptercoui’se with tne world grew. The influence of 
western education increH.sed. Studtmts in over greater num- 
bers went to England and r(‘lurned. Older men, and even 
women, visited Kurope more freely, and with a riper judgment 
compared other countries with their own. Conscious of the 
magnitude of her share in the Great War, India has watched 
with close interest nationalist movements in Afghanistan, 
Persia and China, while in another direction Ireland and 
hlgypt have been examples which have constantly been before 
her eyes. A.11 tliis has encoumged nationalism and denaocratic 
thought. One consequence of the growth of nationalist 
feeling has been to make Indian opinion exceedingly sensitive 
to any ill-informed judgments, which might appear to indicate 
a lack of trust, and to all that might be held to mark the status 
of India as inferior to that of other units in the Empire. 
India could hardly remain unaffected by what has 
gone on around her, while at home the constitution of 1919, 
however far it fell short of full self-government, had set her 
feet firmly on the path. II was therefore inevitable that this 
nationalist impetus should come, and it would be a grave 
mistake to under-estimate its force or to depreciate its \alae. 
It is a necessary condition of the building up of a wider and 
more Augorous life, and of that deA elopmont of a self-govern- 
ing India which from early times has been the ideal of 
the most far-seeing of its British administrators. 

10. The nationalist demand. — The nationalist demand is 
for self-government and dominion status. It is couched 
in terms of British thought and British institutions, for it 
emanates frdm those who have been profoundly influenced 
% British ideas. The demand for self-government, stated 
in practical terms, is that India should be allowed to manage 
her oAum affairs both in the provinces and, subject to any 
temporary safeguards that may be requisite, at the cmitre. 
The claim to dontdnion status, so far as that can be separated 
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from ideas of self-government has perhaps a sentimental, 
hut nol on that account any less potent, aspect. The demand 
is not only that India should be enabled actually within 
necessary limits to settle her own affairs but that she should 
be publicly recognrzed before the eyes of the world as com- 
petent to settle them. Both these ideas are included by 
Indian opinion in that dominion status which the announce- 
ment by His Excellency the Viceroy on the. 31st October, 
1929, described as the natural issue of India's constitutional 
progress. 

It i.s po.'^siblo to trace in these political aspirations two 
separate trends of thought. The first is directed to the 
natural satisfaction of a national pride and national senti- 
ment. Tlie position of India in the Empire has been 
ambiguous. There are undeniable obstacles to the attain- 
ment of com])leto self-government at once. But, are these 
ol)stacles to bo used for the purpose of delaying the progre-ss 
of India, or is a genuine attempt to be made to overcome 
them ? Are ditTerences of race and eultnre to keep India 
permanently in a jjosition of inferiority to the great 
Dominions, or is a idaco to be found for her within the 
Emjiiro which will satisfy her claims to equal treatment#? 
To those, in whom sneh are the dominant ideas, the actual 
detailed means l)y which their ideas may bo translated into 
fact are often not of great acconnt. The second line of 
thought is directed to the fulfilment of concrete policies. 
Th'>s«* wdio think on these lines have an o.ssentially practical 
outlook and demand pow^er in order to achieve certain 
definite ohjeds. 

11. The extent of support for the nationalist demand. — 
It happens that Ibe course of tlio civil disobedience move- 
ment in the last months has exhibited wnth sufficient 
plainness tJie .strength of the nationalist forces and also their 
limitations. It is clear that they have on their side a sub- 
stantial measure of support from educated Hindus of all 
classes, for large numbers of those who have not actiuj|^ 
joined the movement, being repelled by its methods, ll^ 
shown unmistakable sympathy with its aims. .. There is Imle 
doubt also that the minority communities to^a large 
share in these broad nationalist aspirations, but it has become 
plain, if demonstration were needed, that generally speaking 
they are not withQntaiJ<»geheneioiia.»£4h olr'itosi^^^ in -ajself- 
goveruing India, and they are concentrating attention- on the 
l^rotection of their rights and interests. T4- tfapf 

pqil}|jcs4u;e likely. ta iemain on trtfthnmunal oasis. It will only 
be by a gradual process . that the handling of practice 
problems of Administration and policy will lead to tihe 
development of p arties w hich will be divided on dilfor^: 
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lines. The lauded interests also are anxious about their 
future. The depressed classes, so far as they are beginning 
to develop some political consciousness, look with uneasiness 
at the prospect of (Jovernments dominated by the higher 
castes. The great mass of the people, though, as we have 
said, capable of being galvanized .into action by appeals 
on those matters which really interest them, regard with 
some indifference political changes which they do not 
understand. It is instrpctive to observe how during the 
present civil disobedience movement strong feeling has 
been aroused in the towns, and ontsi<le the towns in 
particular localities where either the conditions were pecu- 
liarly fav(iurable. such as Gujerat, or where some local grie- 
vane(! could ho exploited or some doubt sown as t(; the power 
of Government to maintain its authority. Bat looking at the 
country brQadly, a political agitatioji of l emarkable intensity 
and fervour has left the rural districts hut little atfected. 

12. The extremist element.— In speaking liithert.* of the 
nationalist forces we have had hi mind primarily those ele- 
ments in the movement which are ])repared to look to consti- 
tutional advance! within the Empire'. But it must be recog- 
irtzeei that tlioio is, particularly amemg the younger men, a 
considerable leody whe> have adopted indeperielonce not as a 
phrase but as a settled aim, who are fundamentally hostile to 
the British eonnectiem and who, tJiough they may not all 
favour or be‘lie'\ e in tlio efficacy of the methods of terreirism 
which many of them are pre'pared to pursue, jire at any rate 
convinced that it is only hy force applied in some? form or 
other that they can achieve their end. With such men it 
woeihl he idle to exiiecd that any settlement Is p<)S!*ihle. They 
will eeppost* any agreement that may be reached, and tlic most 
tliat e-an he hoped is that gi’adually tlirough e.'cpericnce of a 
constitution, which give.s a cemsiderable? degree <fi solf- 
government, they may come to realize that more can be 
achieve.!el by working the constitutiem than liy endeavouring 
to.^erthrow it. 

^^3. Non-ofScial European opirdon. — We must not close 
our ^count of political opinion in India vdthout giving some 
imp'f^^ion of the attitude of the non-official European com- . 
mimity. The Statutory Commission have emphasized the im- 
portant contribution which this community hasi made to ther 
Monomic development of India and the influence it possesses 
in virtue of its widespread commercial activities. Prior to 
the introduction of the present constitution the interest of 
the community in politics was limited, but since 1919 it has 
r^lized the necessity of taking its full share in the political 
life of tho country. Its entry into active politics has l^ew 
marked by an increasingly liberal spirit towards Indian aspi-^ 
rations, and during the inquiry of the Statutory Commissionr 
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it showed itself readj’^ to look with favour on proposals for 
political advance, subject to the provision of adequate safe- 
guards for its rights and legitimate interests. The civil dis- 
obedience movement with its accompaniment of a boycott of 
British goods and British trade, through which it was hoped 
to bring pressure to bear on His Majesty’s Government, has 
had marked reactions on those who felt themselves unfairly 
attacked and who resented this intrusion of politics into 
business. Besentment has been slow in gathering force, but 
recently European commercial opinion has shown unmistak- 
ably that it does not mean to allow itself to be coerced by these 
methods, and there lias been some consequent stifFeniug of its 
attitude towards political advance. 

14. Conclusions . — Wc have made above some attempt to 
describe the main political currents and forces that are 
moving over the formerly placid surface of India. If our 
reading of the situation is accurate, it is evident that the new 
constitution must be such as will take full account of these 
new forces. The time has passed when it was safe to assume 
the passive consent of the governed. Tlie new system must 
be based as far as possible on the willing consent of a people 
whose political consciousness is steadily being awakened? 
There is still in the country a fundamental respect for autho- 
rity. The new legislatures have established for themselves 
a position Avhich is gradually coming to bo understood and 
aetrepted by increasing numbers. Constitutional forms are 
for the most part respected and observed. The conditions for 
a substantial transfer of power are not in our view unfavour- 
able, -and v;e are convinced that the time has come when the 
broadest considerations of Imperial policy demand that we 
should spare no efforts, and even take some risks, in order to 
arrive .at a constitutional solution which will give reasonable 
scope to thie ideas and the aspirations that ai'o moving India 
to-day. 


GOVERNING PRINCIPLES. 

15. Opportunities for ^owth. — The Indian Statutory 
Commission have at the beginning of the second volume of 
their report, before explaining their detailed proposals, 
set forth plainly the general principles on which their 
Ifrecommendations are based. We think it will he con- 
venient if in the same way we make clear at the outset 
Our general outlook on the constitutional problem and 
the prindples which guide our conclusions. In the first 
place we are in full agreement with the view of the Commis- 
sion that the new constitution should not he unduly rif^pd, 
und that it should allow of natural growth and ^ersity. 
;Foy instance, H might ease processes of transition if formal 
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provisions which may require subsequent change could bo 
drafted in such a way as not to involve legislation if and 
when it is desired to make the change. Again, within the 
general framework of the constitution in the provinces it 
might be possible to allow certain variations suggested by 
local conditions and favoured by local opinion. ITinally, 
w'o should hope that both in the provinces and at the centre 
the constitution would give opportunities for development 
by practice and convention in accordance with actual needs 
and experience. The evils that flow from a temporary con- 
stitution have been fully set out by the Commission. Our 
aim mxist be to^establish a constitution which should, as far as 
possible, contain within itself provision for its own develop- 
ment. We recognize however that that aim can be more 
fully nitained in the provinces than is possible at the centre, 
where thoi ultimate form of the Government cannot as yet 
be so clearly discerned. 

lb. The ultimate ideal— -An all-India federation. — ^The 
Commission have pictured the ultimate constitution of India 
as an all- India federation including not only British 
India, but also the Indian States. That is an ideal which 
we fully accept. Tlicre is an essential unity embracing the 
whole of India, which we hope will at some future time find 
expression in certain joint political institutions. But it is 
clear, as the Statutory Commission have been careful to 
point out, that this ideal is at present distant, and that the 
federation of Greater India to which they look forward 
cannot be artificially hastened. Much may be done to 
promote a more vivid sense of the unity of interest® in many 
spheres between British India and the various States, and 
to develop tlxe conception that there are matters of common 
concern which can best be treated in consultation. Never- 
theless we must recognize that the time has not yet come when 
the general body of Indian States wmuld be prepared to take 
a step so far-reaching in its character as to enter into any 
formal federal relations with British India. While, therefore, 
we are entirely at one with the Statutory Commission in hold- 
ing that the ideal is a federation of all-India, and that this 
ideal should be clearly borne in mind when drawing the main 
outlines of the constitution of the new India, we must also 
recognize that the ideal is not likely to realize itself, save in 
its owm duo time. There is a certain danger that if we direct 
cur gaze too fixedly to a distant future we may tend to over- 
look Ihe needs of an urgent present. The main problem 
which must engage our attention is how British India may be 
developed in a manner which shall not only be consistent \irith 
the rvider vision, but shall be appropriate to its own im- 
mediate requirements. 



12 


17. Federal development in British India.— We have 
doubt that apart from the importance of designing a structure 
into which the States may later fit themselves, the conditions 
(rf British India itself point clearly to a federal development. 
India under the old system of bureaucratic government was 
aduiinisterod on strongly centralized lines. With the first 
steps along the patli of democracy it was necessary to rofex 
control at the centre, and as the Statutory Commission point 
out, the completion of the policy contained in the announce- 
ment of August 20th, 1917, was pictured* by the authors of 
the Monlagu-Cheliusford report in the form of “ a congeries 
of self-governing Indian provinces associated fgr certain pur- 
poses under a responsible Government of India ”. This 
remains in our opinion the ojdy feasible policy for translating 
respQ]Hiible institutions into a country containing so huge a 
population and such diverse elements. The aeex'ptsuu'o f;f the 
federal idea for British India carries with it the obligation to 
develop as rapidly as possible the emergence of the self-govern- 
ingi#dts which must form the component parts of the federa- 
tioiif As the 0(»mmissiou point out, we shall ho engaged on a 
process which is the reverse of normal. We do not start 
with self-governing states which agrese to combine. IVe have* 
already an administrative unity, and oin’ first task is to 
decentralize with a view to permitting tlie development in 
the proN'inees of that degree of independent activity which 
should cllaracterize the units of_a federation. We are, there- 
fore, in full agreement with the broad aim of the Clommis- 
sion to give to the provinces the maximum of autonomy con- 
sistent \vitli the interest of India as a whole, and to make 
each province as far as possible mistress in its own house. 
But in following this policy w’o must be careful not to 
sacrifice the spirit of national unity which has gradually been 
developing under the centralized British administration. 
We require a vigorous central auDiority capable of sustain- 
ing the heavy luirdens that necessarily fall upon it. It 
will be respon.s,ible for the defence of llie country against 
external attack, and for the maintenance of the ultimate con- 
ditions of internal tranquillity ; for the finances of India as 
a whole and its credit in the markets of the world ; for its 
commercial and tariff policy ; and for all those matters of 
common concern which must be handled by a central Govern- 
ment. It should be in a position to mobilize the experience, 
talent and reeources of all India ^or the more efficient pursuit 
of such obiects as agricultural, medical or economic research. 
It must also possess powers of intervention if developments 
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in any province are such as to affect any other part of India 

oy the administration of any central subject. 

* 

18. The problem at the centre. — ^The most difficult 
problem that confronts us is what form this central authori^ 
should take. It is clear that many of its functions must for 
some time continue to be exercised, as they are at present, in 
responsibility to the ultimate will of. Parliament. ^ The 
material foundations of modern India’s life have been laid by 
the hand of Britain, and in the process British interests Imve 
come to be deeply engaged in India. A history to^ which 
Britain can look back with pride has left results which pro- 
foundly iiiHuence the present. The security and the prosperity 
of India represent an interest, of Britain as well as of 
India, and an interest of such magnitude that Britain cannot 
afford to see it jeopardized. It might be argued that any 
complete form of responsible government at the centre 
is, for Bie reasons we have just indicated, in present 
conditions impossihlo, no attempt can. usefully be made 
to invest tlie Glovernmoiit with any popular sanction. 
A central Government should be constructed which 
would ihi'oughout the field of its functions he plainly 
responsible to Paiiiament alone, and in order that the 
toeentivo might fulfil these responsibilities the legislature 
should he so constituted that it could be depended on to grant 
to the executiA'o the money and the legislation required to 
carry out the policy of Parliament. The legislature would to 
some extent reflect opinion im India, and its views would be 
taken into account before decisions were reached. But when 
once the Government of India, in agreement with the Secretary 
of State, had reached conclusions, the Indian Isigislaiure 
would be content to implement them. Such a Government 
would no doubt be strong in the sense that it could count on 
getting its own way. But it would be wholly deprived of that 
element of strength which comes from the support of public 
opinion. We have set out this alternative quite frankly, for 
it represents one of the logical extremes, as complete self- 
government represents the other, and when propo.sals for 
some intermediate position are pu‘, forward and are attacked, 
as they well may be, on the ground that they may lead to di- 
vided counsels, it is important to realize clearly that the two 
extreme positions are impossible. The Statutory Coramis- 
slou hod no doubt on this point. They stated that as a mat- 
ter of practical politics there could be no question of going 
Wck to a previous stage by providing that the Assembly 
should have an official majority or by reducing its powers. On 
the contrary, they have addressed themselves to the task of 
considering how the machinery by which Indian political opi- 
nion expresses itself ^d exerts its influence at the centre 
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may be improved. We are in entire agreement with this^ 
view. The solution of our difficulties is not to be found by 
attenuating the channels through which Indian poetical 
opinion finds expression, but rather by harnessing that 
opinion to constructive work, so that what is at present a 
danger to the stability of Government may be converted into 
its main support. The Statutory Commission have put the 
point in words which we would desire to endorse : — 

*•' Nationalism is a force with immense power for good 
or evil, and the task in the future is to utilise 
that force for constructive ends. For national- 
ist movements that fail to find an appropriate 
outlet for their energies tend to mere strife and 
futility.” 

19. Suggested conditions of a solution. — The conditions 
of the problem suggest to us the importance of defining as 
clearly as possible the purposes which Britain must continue 
to saf^eguard in India, and making it plain that where those 
purposes are not concerned India should be free to manage her 
own affairs. The British Government must satisfy itself on 
certain essential points, for instance, that the defence of India 
from external attack, which rests, and for many years mu.d 
continue to rest, largely on British troojis, is fully assured ; 
that relations with foreign States, with the ultimate pos- 
sibilities of war which they involve, are conducted under its 
authority ; that the conditions of internal security are main- 
tained ; that financial obligations are ijrovided for and the 
requisite financial stability and credit of the country ade- 
quately secured ; that reasonable treatment is accorded to 
minorities ; and that unfair discrimination is not practised 
against any section of the community. In our opinion the 
ultimate control of these matters must in present conditions 
reside in the British Parliament. It would be understood 
that upon Parliament rests an obligation to secure certain 
definite purposes, and that for these express purposes it may 
he necessary for Parliament to intervene at any point 
in the administration of the central Government. Where 
these purposes are not affected, the policy and administration 
at the centre may ■properly he regarded as the concern .of 
India alone. From this point of view the activities of the 
central Government might perhaps he viewed as falling .into 
three categories. There would he, in the first place, those, 
subjects in which the interest of Parliament might he ex- 
pected to he continuous, such as defence, foreign affairs, tho 
preservation of general tranquillity and the fulfilment of 
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financial obligations. Secondly, there would be subjects in 
which Parliament would be interested only occasionally, 
if and when it became clear that the policies pursued were 
affecting the purposes which Parliament wished to safeguard. 
VV e should be inclined to include in this category the methods 
of taxation by which the revenue of the central Government 
is raised, the tariff and commercial policy, and the manage- 
ment of railways. We should expect these matters normally 
to be directed in accordance with the views that commended 
themselves to the majority of Indians, but subject always to 
the possibility of Parhamentary intervention if any of the 
piiTjioses of Parliament were threatened. Finally, there 
would be a range of subjects in which wo should hope that a 
popular policy would seldom, if ever, come into conflict with 
the responsibilities of Parliament. Such would be, for in- 
stance, the general economic development of the country', 
industrial, policy and (piestions of labour ; the ordinary ad- 
ministrative services which the central Government cariies 
out, such a.s the management of the postal and telegraph 
systems or the customs administration ; the development of 
comraunicatiouh whether by laud or air ; the co-ordination 
of those acti^ ithss whieh forui the jirimary concern of the pro- 
vincial Governments, such as education, health and agricul- 
ture ; the promotion of s«)cial reff‘rm, and many other matters 
of great importance to the welfare of the community. Again, 
the selection of the representatives of India at Imperial con- 
ferences or at the Ijcague of Nations, and, subject to any over- 
riding considerations of Imperial policy, the instructions 
given to them appear to us to be matters which might well be 
left to the determination of India. The relations of India 
with other parts of the Empire must naturally be of concern 
to His Majesty’s Government. But we should hope to see a 
devclopnieul of the existing practice whereby India is enabled 
to deal direct with the Governments of the Dominions 
in eerlaiu matters that affect her closely. Generally, in 
regard to the sphere in which the central Government might 
expect to be allowed to pursue its own policy, we think it is 
important to remember that it is proposed to hand over to 
responsible Governments in the provinces the administration 
of all the functions which most closely touch the life of the 
people. It seems to us evident that in some form or other 
comparable activities, which are the charge of the ctntral 
Government, should also be administered in relation with the 
popular view, provided always that the broad purposes of 
Parliament which we have described above are not affected. 
The precise form liy which public opinion may make itself 
felt in a Governnaent, which must be prepared in certain 
matters to be guided ultimatelv by the will of Parliament, is 
the cardinal problem that confronts us. We offer our own 
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suggestions later, not with the idea that they are proof agatust 
criticism, but as indicatii^ general lines of development which 
seem to ns, on the basis Of our own experience, less open ta 
objectioij than others that wfr have seen. But whatever may 
be the plan adopted, we are convinced that no scheme of (lov- 
emment at the centre can work with success, unless it is re- 
cognized that Parliament and the Indian legislature have each 
their s])ecial contribution to make to the welfare of India 
'v\]ticb is iJie joint purpose of both. Our aim should be a 
parinersJiip in a common cause. 

20. Ultimate considerations. — ^The Statutory Commission 
suggest tliat there may be a further complication in a problem 
already sufficiently complicated. They utter a caution against 
the development at iliis stage of institutions which might pre- 
judice the ultimate form of the central Ooveniment. The 
caution is no doubt one that should he borne in mind. But 
caution in this respect mnsl not be carried to the point of 
allowing onrselvos to be immobilized from fear that an\ step 
we take ma\ prove not to be leading u^ directly to our ejul. 
Theie i‘- nnicli to bo done before that end can be l•eached, and, 
if wo hope to reach it, we must be prepared to test by experi 
ence llie form.-, and methods of that type of Govermuent 
which will eventually emerg(>. It is clear tliat the aim for the 
CMitre as for tin provinces must be the progressive roalizu- 
tioii of resjionslblo government. There already exists in tbe 
LegisIuliNC Assembly an organ Avhich as it develops will be- 
conu* (‘lie of tbe main instruments of responsible govevnmont 
at the centre, l{espon^ibility will conn* as the result of tbe 
relations cstahlislied between the legislature and the execu- 
tive. We cannot at present foresee precisely what Ihe ulti- 
mate di*vclopinent of those relations wi'! be. But it seems 
to ns jilain that wo should without delay i^et ourselves to the 
task of encouragiug I he establiihuient of effective relations 
between these two bodies, and thus prepare the foundation 
for the full responsible government which we desire to reach. 

The GOVERNORS’ PROVINCES. 

21. Boundaries Commission; — ^We come now to a com 
sideration of the detailed projiosals made by the Statutoi’y 
Commission, and following the order in which they have 
approached the problem we shall deal first with the GoV’ 
ernors’ provinces. The first subject on which- the Com-, 
mission touch is the’ need for provincial redistribution. 
They suggest that the Govenunenfr of India should 
set u]j, Hs a matter of urgent importance, a Boundaries 
Commission with^^eutral chairman, to investi^te the main 
oases in which pr<^^bial readjustment seems caUed for. The 
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two particular cases to which the Oommissioii themselves give 
their attention arc Orissa and »Sind. 

The claim of the Oriyaa to a separate province of their 
own is of long-standing. In their letter tlie Government of 
Bihar and Orissa have drawn attention to the need of making 
early investigation into all relevant factors with a view 
to satisfying tlie very natural desire of the Oriya-speaking 
peoples to possess an administration of tJieir own. The 
claim of iSiud to ho a self-contained imit has become mereas- 
ingly prominent in rooeui years. '^Phe preponderance of the 
local population is Muslim, and their chum to separation 
from the Bombay Presidency has t)eeu ardently advocated. 
Neither on Orissa nor on Sind are wo >(‘t in a ))osition to 
tender final advice, but we urge that enquiries be set on fooi, 
at the (‘arJic*st possible date. We should not contemplate eu- 
t’'u.^tini? the task to a singh* Boundaries .Commission. The 
two ])roblems are not connected, and we would suggest in- 
vesi'igation by two sexjarate committees. We wisn to 
eraxniasize the need for expedition in reaching conclusions on 
the.'^o two outstanding cases, which are respectively of funda- 
meiual impoi'tunce to the two provinces of Bihar and Orisr-a 
and of Bombay, as they now exist, in order that, if new 
arrangements are required, they may' be introduced simul- 
taneously with the now consiitulion. Wo conceive that me 
Sind Committee will be concerned jirimarily with the ad- 
ministrative and financial aspects of separation, for the ques- 
tion is not one of boundaries. In Orissa on the other hand 
difficult questions of future boundaries will be directly’ in 
issue. 

Otlier possible I’eadliislmeids of x>roviucial boundaries 
sboidil in our view stand over, until opinion has more clearly 
expressed itself. It would be for the new administrations 
themselves to take up such cases as they arise. 

We note iu passing that Ihe soparaGoii of Burma ma.v 
inv(»I\o readjustments of the bound, ry between that ])rov'ince 
and Assam. To this reference will be found in the letter ot 
the Government of Assam. 

^ 22. The ^holitiCn of dyarchy. — ^Iii agreement with the 
great mass of opinion in this country, both official and non- 
.hAcial, accept in principle the recommendations of tht* 

. Oomimdssipx;! f or the reconstitution of the provincial Govern- 
ments. 'Jyx.so dqing, we do not associate ourselves with thoso , 
who pass nti imqinrlified condemnation f'u ihe existing disposi- 
tions. On the contrary we pay our tribute to those who 
planned and thbse who have worked- the provincial constitu- 
^tions. Dyarchy in the provinces was never intended to bo 
more than a tranintional device, a first step On the difficult 
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road towards a completeljg'responsiWe system. Witli few ex 
cep lions goodwill has beeri forthcoming, and an earnest 
endeavour has been made to translate into action the oppor- 
tunides which the constitution has offered. ‘ Provincial Gov - 
ernments, whether on the reserved or the transferred sides, 
can take reasonable pride in their administrative record. 
Policy may sometimes have been at fault ; results may not 
always have balanced expectations ; but on a broad view 
much has been accomplished that might have been difficult 
of achievement under the older unrefonued system. We are 
clear, however, that a stage has now been reached in the poli- 
tical growth of the provinces at which the next step forward 
should be taken boldly. We agree with the Commission that 
the lime has come to remove the boundary, set up between 
oepartments of which ministers may take charge and 
those from which they are excluded. To reserve law and 
order would be to concentrate attack on the most delicate 
part of the machinery. The arguments in favour of ti*ansfer 
have been authoritatively and, to onr mind, conclusively stated 
by the Statutory Commission and the Indian Central Com- 
mittee. W e do not disguise from ourselves the risks inherent 
in so great a change. But, subject to the necessary safe- 
guards which the Commission have suggested, we are pre- 
pared to see provincial administration in all subjects ^itrusted 
to responsible ministers, linked together in a common account- 
ability for their policy, and operating in relations with popular 
legislatures from which the official element will have dis- 
appeared, and in which the nominated element will have been 
reduced to tlie smallest proportions. 

On the main issue that a great step forward should })o 
taken, the unanimity of the provincial Governments is com- 
plete. Differences of opinion on details merely anticipate 
w’hat we ourselves consider to be probable, namely, that the 
working of the new system .may not follow identical lines in 
all provinces. A single rigid system might hampef, and not 
assist, the ready expansion of free institutions. Some 
freedom in the constitution is needed in order to facilitate 
local growth in forms suited to local conditions. 

The provincial reports sufficiently indicate the provincial 
view a»d w^e do not ourselves propose at this stage to discuss 
in detail' the recommendations of the Commission on all pro- 
vincial points. There are, however, certain matters on wl^h 
, comment is required, and to these w’e now turni*. 

Provincial legidatnres. 

ys. Their life-time. — There is no dissent from the pto- 
position that the nomal statutory life of provincial legisla- ' 
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tures should be raised from three to five years. We join with 
the provincial Governments in seating the proposal. 

24. Then: si 2 e.-^The Commission^ criticize the size of the 
present councils nnd find them too small. They suggest that 
Unless an increase in the size of the electorate is accompanied 
by an increase in the number of constituencies the reality of 
representation may be prejudiced. They remark that in- 
creased membership of the provincial councils will facilitate 
their plan of representation at the centre. The recom- 
mendation which they make is that in the more important 
provinces there should be an immediate increase to a figure 
between 200 and 2501 

We accept in principle the suggestion that there should 
be a material enlargement of the provincial legislatures suit- 
able to the new conditions, but we would be reluctant to 
propose precise figures reached on a priori grounds. The 
matter should, we consider, be included, within the temrs 
of reference to the Franchise (committee, in order that the 
size of each provincial legislature may be decided on the basis 
of ascertained needs. Any substantial increase in the elector- 
ate will certainly necessitate an addition to the num- 
ber of the constituencies in each province. The prov- 
incial Governments recognize the need for enlarging the 
legislative councils ; but their general view appears to be 
that so large an increase as the Commission have in mind 
may be unsuitable to (heir conditions. 

For the reasons given by the Oimmission it will still bo 
necessary for some time that the Governor should retain a 
strictly limited pOAver to nominate, but we doubt whether, 
when the h’ranchise (.Vimraittee have completed their labours, 
it will be found necessary to give a power of nomination 
quite on the scale which the Commission have in view. We 
agree that no special provision should be made for the election 
of women. 

25. The disappealrance of the ofi9cial bloc. — The presence 
of an olTicial bloc has been a notic iable feature of the present 
dyarchical systemj and essential to its working. We agree 
that with the abolition of dyarchy, the official bloc should no 
longer be retained. Witli the exception of a small nominated 
element, the provincial legislatures will be wholly .jplected ; 
free play will be given to the formation of parties, from 
which we Stay expect to emerge correct principles of minis- 
terial respdbsibility. 

26. Constituent powers. — The question of granting to 
provincial' Mgisiatures constituent powers raises difficult 
issues, both constitutional and practical. The Oommissiou 
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suggest that after ten years the provincial councils should 
have the power to set in train certain proposals for change 
by the method of “ constitutional resolution ”, but the 
changes would be limited to those affecting the electoral law. 
The enforcement of a constitutional resolution would be 
dependent on the grant of a certificate by the Governor that 
the resolution reflected the general opinion of the province 
and of any community specially affected, and would require 
also the concurrence of the Governor General. 

We welcome the proposals of the Commission to give to 
the provincial legislatures tliis measure of constituent pow'er. 
Were it practicable to do so, we would gladly enlarge its 
scope. 1-iut with one possible addition, to which we shall 
prenently refer, for the creation of a second chamber, we see 
grave difficulties in giving this procedure any wider extension. 
hJveji within the ambit of the electoral law, the distribution 
by statutory xjrovision of the balance of political power 
betw’oen the representatives of different communities and 
interests in fixed proportions immen.sely complicates the pos- 
sible effects of electoral change. The initial dispositions will 
now be made under the authority of Parliament itself, after 
con.s'iiltation with the representative's of British India as- 
sembled in nu'eting at the Round Table Conference. To 
throw open those di.s])osition.s to early revision by local 
authority would, from the start, invite conflict and might pre- 
judice the endeavour to initiate a fully responsible system of 
Government in the provinces. It is reasonable that the 
electoral system set up at the beginning of the reforms should 
rest on the assumption that it will endure at least imtil new 
political conditions are established, after experience of the 
new Governments has been obtained. For these reasons we 
-do not anticipate that Indian opinion will resent the provision 
that no ” constitutional resolution ” may be passed by a pro- 
vincia 1 legislature until after the lapse of some years from the 
inauguration of the new system. With regard to the scope 
and freedom of the constituent powers, it is clear that these 
must remain under some limitation, at least until the country 
a1 large is prepared to abide by what we regard as a funda- 
mental principle of responsible government, namely, the 
validity of a majority decision. While, therefore, we are 
anxious to lose no opportunity to place within the constitu- 
tion the sends of its own growth, we agree that, subject to the 
addition which we have snggesled above, and which we now 
discuss, the range of the constituent power accorded to the 
provincial legislatures should be as proposed by the Commis- 
sion. 

27. Second chambers. — The arguments for and against 
second chambers in the provinces have been fully set out 
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the Oommission, who have themselves )iot found it possible to 
make a unanimous recommendation one way or the other. 
There was a similar diversity of opinion among the members 
of the Indian Central Committee. Among the provincial 
Covernments, Madras, Bombay, the Punjab, the Central Pro- 
vinces, and Assam do not desire second chambers. We undei- 
stand that this represents in all cases the unanimous view of 
both sides of the Governments, except only that in Bombay 
one member of Council supports a second chamber for that 
province. All members of the Government of the Fnitcd 
Provinces are in favour of the establishment of a second 
chamber in that province. In Bihar and Orissa also the local 
Government, without any dissentient member, advocate a 
second chamber. Opinion in the Government of Bengal is 
divided. I’hey state in their letter that some members are 
strongly in ^favour of a second chamber, and that the re- 
mainder are doubtful. In these circumstances the local Gov- 
ernment express themselves as having decided t® maintain 
the opinion in favour of a second chamber which they 
expressed in their memorandum to the Statutory Commission 
in 1921). 

'I’he mutter seems to us to he peculiarly one in which 
regard should b(! had to local conditions. We would not 
prop(».se that in any province a second chamber should be 
nia<le a condition of advance. Where local opinion favours 
and local conditions seem to require a second chamber, it 
should in onr view be set np and ineor])oi'a{ed in the new 
constitution. 'J'be problem has now l)een fully investigated 
by the Htatutory Commission, and we have before us the 
considered views of each provincial Government. Tlieir 
know'ledge of local conditiojis and local requirements is 
necessarily more intimate than our oavu. We therefore 
accept the recoraniendalions of tlie Governraeiits of Madras, 
Bombay, the Punjab, the Central Provinces and Assam 
that there should be no second chambers in those provinces. 
Similarly wo accept the recommendations of the Govern- 
ments of Bengal, the United Provinces, and Bihar and Orissa 
that in those provinces there should be a second chamber. 
If effect is given to their wishes, we should suggest that the 
manner in which the upper house should in each instance 
be composed in those three provinces should be left to further 
investigation by the Franchise Committee in the light of the 
suggestions which the three Governments have put forward. 

While we agree that in five of the eight provinces, there 
<>8hould on the institution of the new constitution, be a single 
ehamber legislature, we associate ourselves with the view 
expressed by the Government of Madras that future circum- 
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stances may create a demand for a second chamber. We 
accordingly accept the suggestion of the local Govern- 
ment that the subject should be included among those matters 
on which after ten years a “ constitutional resolution ** may 
be passed, and would apply the provision to all provinces, 
leaving it open to a provincial council to recommend the 
creation of a second chamber where none exists or the aboli- 
tion of one that has been set -up. Wc do not take it as certain 
that no provincial council will pass a resolution to substitute 
for a unicameral a bicameral system. The success or failure 
of second chambers in those provinces where they are estab- 
lished will, we have no doubt, materially shape political 
opinion in those pi-ovinces which retain a single chamber 
legislature at the outset of the new system. We would sug- 
gest that a resolution dealing with the creation or abolition 
of a second chamber should require to be supported by not 
leas than three-fourths of the votes of the legislature instead 
of the propoi-tion of Iwo-thirds suggested by the I'^ominissiou 
for other matters. If it were proposed to abolish the upper 
house, the decision might be taken in joint session, and the 
resolution if certified by the Governor should in our view be 
submitted by the Governor General to the Secretary of State 
and laid befori' Parlianicnt for its approval. 

The suggestion of the Commission to sot up a small expert 
revising body to which legislative proposals could be sub- 
mitted betweeu the report and the third reading stages has 
attracted little support. 

28. The franchise . — We agree with the i.''ommission that 
with the establishment of responsible Cabinets in the pro- 
vinces, the present franchise for the provincial legislatures 
will be too restricted. We accordingly accept their recom- 
mendation that there should now be such extension of the 
franchise as is reasonably practicable, and that the investi- 
gation of this matter should he entrusted to a specially c.m- 
sti luted Franchise Committee under an impartial and ex- 
perienced chairman. The arguments used* by the Commis- 
sion leave no room for doubt that the immediate adoption of 
adalt suffrage is wholly impracticable. The precise extent 
to which the franchise can now be widened is a matter on 
which, in our opinion, it is not possible to form conolnsioiis 
nuiil the problem has been investigated by the Franchise 
Committee. 

There is under the present system no uniformity of the 
franchise qualification in the different provinces ; and it is 
<jear that while the franchise continues to rest for the most 
part op a property qualification directly related to land 
revenue payments, no precisely uniform system is possible. 


*ToItiiBe n, para. 105. 
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The views expressed by the provincial Governmd^s suggest 
that the extension of the franchise may well be greater 
in some provinces than in others. The Government of 
Bombay consider that the franchise should be widened to the 
extent of trebling the electorate, but this is further than most 
provincial Governments are prepared to go. Some indeed 
enter a caution against the too rapid enfranchisement of 
ignorant and illiterate voters simultaneously with the intro- 
duction of a new system of goveniment. Our general view 
is that it might be unwise to tie down the Franchise Com- 
mittee to any pre-arranged percentage of enfranchisement. 
Wo would bo glad if it were found possible, from province to 
province, to reach the enfranchisement of 10 per cent, of the 
tolai population recommended by the Commission, but wc 
would leave the Franchise Committee free, for valid special 
reasons which they may find to exist, to adjust their recom- 
mendations to local conditions. 

In the course of their invesligations the Committee 
should be directed to examine in each province the feasibility 
of introducing an additional qualification based on education. 
The Commission’s suggestion of this new qualification 
fias received a considerable measure of support from some pro- 
vincial Governments, but from others has not escaped cri- 
ticism. For example, the Governments of the United Pro- 
vinces and the Punjab question the soundness of the quali- 
fication ; and though it may bo suitable in some provinces, it 
is possible that it may not be appropriate in all. 

The Commission recommend that the Committee should 
be instructed to have due regard to the respective claims of 
urban and rural areas, and to the rights of women as well 
as of men. It is further suggested that the Conunittee should 
devise such qualifications as would secure as far as possible 
the same proportion of voters to population in * different 
communities. At the same time the Commission deprecate 
different sets of qualifications for voters of different religions 
or races. We have no doubt that the Pranchis,e Committee 
will keep these important considerations in view. The Com- 
mittee will not however be able to treat as first principles 
both these recommendations, namely, that there should be in 
each conununity the same proportion of voters to population, 
and that the franchise qualification for all communities should 
run on the same level. In some cases their results; may be 
found to be mutually contradictory, and we anticipate that 
some adjustment by compromise will be needed in their appli- 
<»tion. It has been remarked on past occasions that, after 
religion and race, the boundary between town and country is 
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the greatest dividing line that runs through the Indian people. 
In more than one province the Committee may find that some 
readjustment is necessAry of the present representation 
respectively of urban and rux'al areas and we attach great 
importance to securing genuine and effective representation 
of rural interests. With the broader aspects of female 
suffrage wo shall deal in our next paragraph. ' 

In agreement with the provincial Governments, we would 
prefer that Parliament should not commit itself to the 
appointment after fifteen j'^ears of a second Franchise Com- 
mittee. 

29. Female suffrage. — In the first volume of their report 
the Commission devote a chapter to the increasingly 

important part now being played by the Avomeii of India in 
social reform and generally in public affairs. They consider 
rhat the women’s movement holds the key of progress and 
observe that the results it may achieve are incalculably great. 
This estimate of the importance, of Ihe women’s movement 
leads the Commission to (onclude that India cannot reach the 
position to which it aspires in the world until its women play 
their due jiart as educated eitizen.s. 

The suggestions for ihe eufranchismnoit of women niad .3 
by the Commission in the second volume of their report 
follow directly from the conclusion wliich they reach in their 
first vohirae. The Commission ohsovvo** that while 
pi'ovincial legislatures in exercising the option allowel 
to them of enfranchising women on tlie same terms as men 
have made a gesture of high .signiricancc, it has remained 
only a gesture, because fexv women in India own property 
in their own right. In consequence, under the present 
franchise the proportion of women as voters is still exlremely 
low. In order to correct their proportion the Commission 
recommend the addition of two special qualifications for 
women voters ; namely, ])eing the wife over 25 years of age 
of a man who has a property qualification to vote ; and, 
secondly, being a widow over that age whose husband at the 
time of his death -was so qualified. In addition, under the 
Commission’s scheme, women over 21 years of age who 
possess the suggested educational qualification would also ^ 
enfranchised in their own right. 

These suggestions have called forth much criticism and 
we doubt whether they would he acceptable to any consider- 
able section of ofjinion in the country. The arguments 
against the Commission’s proposals have been well set out 
in the report of the Government of the United Provinces, in 
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which it is suggested that in the existing conditions one: 
practical result of the proposal would be to give to the family 
of the low caste Hindu voter, whose wife is able to go to the 
poll, a second vote ; and thus give them twice the voting 
power of many of the higher castes, and also of many of the 
Muslims, whose wives would be debarred from recording 
their votes by tlie operation of social custom. At the time of 
the last reforms the enfranchisement of women was considered 
by the Joint Select Committee of Parlianienl, who felt that it 
was not 'desirable that. they should attempt to settle the ques- 
tion themselves. Their view vms that the enfranchisement of 
women goes deep into the social system and .susceptibilities of 
India, and is therefore a question which can only prudently 
be decided in accordance with the wishes of Indians consti- 
tutionally expressed. It was iu pursuance of that view that 
provision was made in the electoral rules of each province 
leaving the decision on female suffrage to the ]>rovincial 
legislature. In tlieir replies to the present reference the 
majority of provincial Governments htf\"e taken somewhat the 
same line, VVe agret* with them that it would be unwise to 
attempt to force upon India measures for the enfranchisement 
of great numbers of women. We suggest, therefore, that this 
iftatter should continue to be left to the decision of the pro- 
vincial councils, and wo consider that the subject can well 
be dealt with hy them in (he const! hitional resolution to 
which we have referred. So long however as the principle set 
out by the .Join! Select Committee of Parliament is main- 
taine(l, we think it to be a proper cour«:e that the suggestions 
of the Commission for the special enfranchisement of women 
should he further investigated by the Franchise Committee, 

(Jonimnnal representation. 

30. The Hindu-Muslim impasse. — The problem of com- 
munal representation has boon rightly described by the Com- 
mission as a highly controversial aiKl most important subject. 
On its solution will depend in no small measure ihe success 
or failure of the" new constitutio i. 

The Clommission’s report contains a carefully pi'epared 
and closely reasoned examination of the issues at stake. The 
conclusion reached is that in the absence of agreement between 
the Hindus and the Muslims, the Commission* “ are com- 
pelled to assume in this matter, a continuance of separate 
communal electorates If there ard' to be communal elec- 
torates, the outstanding question left for decision is the pro- 
portion of seats in the various provincial councils to be set 
aside for Muslim members. After expressing a hope that a 
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renewed elfort will be made between the two communities 
themselves to reach an accommodation, the Uommission 
offer several general expressions of their opinion. They 
hold that in view of the weakness of the Muslim minority in 
six out of the eight provinces, the present scale of weightage 
m favour of Muslims in those six provinces may properly be 
maintained. On the othoj* hand, the Commission range them- 
selves definitely against the full claim put forward by the 
Muslim community that, while retaining their weightage in 
the six provinces, the present proportion of seats secured to 
Muslims by separate electorates in Bengal and in the Funjab 
should be enlarged to figures proportionate to their ratio of 
population. Seized with this dilemma, the Commission offer 
the Muslim community a choice between two alternatives ; 
either, so it would appear, representation on a basis of their 
population in Bengal and the Punjab, but with the loss of 
their weightage in the six provinces ; or joint electorates by 
mutual consent in Bengal and the Punjab and the existing 
scale of weightage elsewhere. There has been no indication 
hitherto on the part of the Muslim community of any dis- 
position to accept either of the two alternatives suggested 
for their consideration by the Commission. Nor has the com- 
munity given any support to the scheme outlined in appendix 
VIII of the report for substituting for communal electorates 
a plan which purports to combine joint electorates with the 
exclusion of candidates niiacceptable to the community 
affected. 

While the Commission hold the view that, in the absence 
i^f agreement between Hindus and Muslim.s, communal elec- 
torates must remain, the majority of the Indian Central Com- 
mittee believe that widei- considerations must override the 
wishes of particular communilies, and recommend that 
communal electorati's should be abolished. Their proposal 
is that in provinces other than Bengal seats should be 
reserved in joint electorates either on a population basis or 
on their voting strength, whichever may be more favourable to 
them, and that they should he permitted to contest other seats 
in general constituencies beyond the number actually reserved 
for them. The Committee proposed that in the Punjab the 
Hindu and Sikh minorities should be given the privilegfj 
which they recommended for Muslim minorities elsewhere. 
But for Bengal they suggested that there should be no 
separate electorates aifS no reservation of seats, and that the 
two communities should vofe together in a joint electorate. 
These majority recommendations of the Committee were ex- 
tremely distasteful to two out of the three Muslim members 
of the Committee, and drew from them a vigorous minute 
of dissent. 
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Lastly, we take this opportunity to refer to the solution 
put forward in the Nehru report, whose authors took tiie 
line, first, that separate electorates must be completely dis- 
carded as a condition precedent to any rational system of 
repi^'cseiitaiion ; second, that the reservation of seats for 
majority communities is indefensible ; and, third, that for 
Muslim minorities there should be reservation of seats, when 
dmnanded, in strict proportion to their population, with the 
right to contest additional seats for a Med period of ten 
years. This solution was no more successful than other 
expedients which have been ijropo.sed ; and its failure to 
attract Muslim support was one. of the reasons why the Xehru 
re])ort was subsequently disowned by its own promoters. 

Since the publication of the report of the Statutoiy Com- 
mission little progres.s has been made by way of negotiatiou 
between *the two communities. We recognize the need for 
an agreed solution, and would be reluctant in this despatch, 
to write anything that might hamper agreement between the 
representatives of the two great communities themselves. At 
the same time we cannot disguise from ourselves that the 
• prosjiects of agreement seem remote. When the last reforms 
were introduced, the Lucknow pact held the field, and 
throughout the proceedings of the Joint Select Committee 
was given binding force. That pact is no longer acceptable 
to either party ; and if the decision of the problem be left to 
Parliament, unaided by agreement between the^ parties, no 
easy solution cau be found on the lines of a maintenance of 
the status quo. The change effected by the withdrawal ofJ;he 
official bloc is also important, and brings the coflKBffinal ques- 
tion into greater prominenccj for with the disappearan^ of 
the neutral element communities are driven to rely exclusively 
on their own representation. Their relative strength, there- 
fore, becomes a matter of still closer interest. 

We do not propose to traverse the arguments, theoretical 
and practical, against communal electorates. We are fully 
consmous that separate communal representation assumes a 
special significance as the responsibility of the executive to 
the legislature grows more complete.^ At the same time in 
agreement with the Statutory Commission and with eyery 
provincial Government, we are constrained to the opinion 
that the privilege which they now possess cannot and should 
not be taken away from the Muslim community agi^st their 
wish: In provinces other than Bengal and the Punjab, every 
provincial Government agrees that Muslims^ should retain 
their existing weightage if they desire it, and with this expres- 
sion of wiiiion wo agree. With regard to Ben^, the 
local Government state that there is irreconcilable dis- 
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afrreemoHt between tbeir Hindu and Muslim members. The 
EurojKian members of the Government have come "lb the con- 
clusion that representation on the basis of population is the 
fairest method of distributing the seats in the general consti- 
tuencies ; and tliat any Aveightage that is to be given t^ the 
non-Muhammadans in respect of (heir wealth, education or 
position should be allowed for in the special constituencies. 
In tile Punjab the position is singularly complicated owing to 
the rival claims of the three communities ; the Muslims, the 
Hindus, and tlic (Sikhs. The official members of the Punjab 
liaA'o worked out a cai’efally balanced scheme for the com- 
position of the n(!w provincial council, which gives the 
Muslims a majority of two over Hindus and Sikhs combined, 
and a proportion of 49 per cent, of the house as a whole. The 
scheme satisfies neither the Muslim nor the Hindu nor the 
Sikh members of the Government, but in onr vioAv merits con- 
sideration, subject to remarks which wo sliall presently make. 

On the moi'e general aspects of this baffling problem, 
we consider that it may lie a legitimate grievance to depriA'e 
Muslims in the Punjab and Hengal of representation in the 
councils in projiortion to their population merely because 
of the Aveiglitage allowed to ^fuslim minorities olsoAvhero. 
At the same time avo appreciate Itu* obji^ctions lo eominunal 
majorities in the legislature guaranteed on a po{)nlation basis 
at the A\ isli of .a majority counnnniiy through commniu;] con- 
stituencies. Various suggestions IiaA'c been put forward for 
meeting these objections. Assuming legislatures returned 
from general plus special constituencies, it has been snggc.sted 
thgt in Bengal and the Punjab the general communal {*011811- 
tueneies should be so distributed to giA'e no eommunily by 
that means alone a clear majority in the iegisluturc as a Avliftle. 
The majority cf immunity could be. given conununal eonsti- 
tucncies on the nopnlation ]>asis. jirovided they did n..it con- 
stitute a majority in the legislature, to obtain which it would 
haA*e to succeed in returning members in elections to some, at 
least, of the special non-communal constituencies. Another 
suggestion is that put forward by the official members of me 
Government of the Punjab to Avhicli Ave have already referred, 
where the Muslims though having a majority of two over 
Hindus and Sikhs combined Avonld not command a majority 
in the house, the balance consisting of two seats allotted to 
Europeans and one .>each to Indian Christians and Labour. 
A third suggestion is that communal discriminations though 
applied to electors should not extend to candidates. Thus a 
Hlnd^ would be eligible under the electoral rules to represent' 
a Muslim constituency and vice verm. 

The existing differences between the voting 
and the numerical strength of the various ooimnuidi^s lio 
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at the roejfc, of the prescut difficulties. When with the .exten- 
sion of the franchise tliese differei.cor disappear and the 
voting strength more correctly relleets the population, the 
justification for communal electoiMtes for majority com- 
munities would cease. The perplexity which now presents it- 
self of deciding between the apimrently irreconcilable claims 
of rival communities would have pfissed away. In this view 
the adjustments now to be made may be regarded as serving 
what we hope is merely a temporary purpose, "Wo agree, 
as already stated, that du' nriviiege ot eomiuunal electorates 
where they now exist should not be taken away without the 
consent of Oie community concerned, and that such consent 
should require the votes of two -thirds of the members in the 
legislature of the community concerned. But we attach 
importance to providing machinery in the Act for the di.s-’^ 
api)earancef of such electorates and for their future replace- 
ment by normal systems of represcntatipn more suited to 
responsible self-government on democratic lines, 

31. The representation of the Sikhs. — We have referred 
briefly in the preceding paragraph to the bearing of 8ihh 
r^resentation on the adjustment of communal proportions 
in the Punjab legi.slative council between the Hindus and 
the Muslims. The prol)!oin arises ojily in the Punjab. In 
no other province are the 8ikhs given separate repre.senla- 
tion. Their communal electorates in the Punjab date from 
the last reforms. The authors of the Joint Report, whose 
condemnation of t'ommunal electorates is well known, made 
an exception in the case the Sikhs on the ground that in? 
the Punjab they are a distinct and important people, who 
supply a gallant and valuable element to the Indian arm\ , 
but who are everywhere in a minority and for that reason 
go virtually unrepresented. They accordinglv proposed to 
extend to the Sikhs, and to the Sikhs alone, the system 
already adopted in the case of the Muslims. The Sikh ’claim 
was specially considered by the P’ranchise Committee of 
191849 and tlicy were given 12 ort of 94 seats in the Pnnjah 
legislative council. They have consistently expressed dis- 
satisfaction with this jiroportioi), and Sikh leaders have 
adhered to a claim that they should have not. less than 30 per 
^eent. of the total seats. The present position, as wo 
understand it, is that the Sikhs are prepared to accept joint 
electorates provided that the Muslims agree, but that if 
communal electorates are retained in any province they 
should he assured in the Punjab of representation on the 
basis at least of their voting strength. As the voting strength 
of the Sikhs on the present property qualification is consider- 
ablyin eac^ss of their proportion of the population, this claim 
'coiild be gceepted only at the expense ca the Muslims or the 
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Hindus. The proportion given in the scheme prepared by the- 
official members of the G-ovemment of the Punjab, though 
higher than the population basis, is less than the voting 
strength of the Sikh community. InTiis minute of dissent the 
Sikh Minister of the Punjab has expressed a warning that the 
arrangement proposed by the official members is not accept- 
able to two powerful communities, and that they are not 
prepared to surrender on the point. Put in its crudest form, 
the claim ma<le by the Sikhs is that the British conquered 
the Punjab, not from the Muslims, but from themselves j 
and that if responsible self-government is now introduced, 
they will not submit to a system which places the Muslims 
in a permanent majority over both Hindus and Sikhs com- 
bined. We have given cax'eful consideration to these diffi- 
culties, but so far as the Sikhs are concerned are unable to 
propound any better solution than that put forward by the 
official membei’s of the Government Of the Punjab. 

32. The representation of Europeans,— With the other 
classes of commimal representation we can deal more briefly. 
There can be no doubt that for the representation of 
Europeans their existing separate electorates must be main- 
tained. We accept the principle that their representation 
should, if possible, be in its present proportion, and in pro- 
vinces where they at present rely on nomination they should, 
in our view, if this be found practicable, be returned by their 
own electorates. 

33. The representation of Anglo-Indians. — We agree 
that as regards the number of Anglo-Indian seats the object 
in view is to secure to the community an adequate oppor- 
tunity of making its views knoAvn in the legislature through 
suitable representatives ; and that no question arises of 
trjdng to allocate seats on the basis of such factors as popu- 
lation and political influence. The community is faced with 
very special problems of its own. Its main interests may be 
summed up as entry to the services and educational facilities. 
So far as concerns the foimer the field of employment which 
is of ])arlicular interest to the Anglo-Indians is to be found 
under the central Government, especially in the Eailways and 
the Telegraph department, and in a later passage we refer 
specifioally to the possibility of giving such protection as may 
be practicable to their position on the railways. But their 
educational problems fall within the provindial sphere, and 
we regard it as important that they should be enabled, parti- 
cularly from this point of view, to make known their needs 
and their case. Subject to further investigation by th® 
Franchise Committee, we are disposed to acoe]^. the ea|^esr 
. tiona of the Oomnussitm for increasing the tond number of 
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ueatu allotted to Anglo-Indians, and to think that wherever 
possible tJieir representation should for the present be by 
separate electorates. 

34. The representation of Indian Christians. — The Com- 
mission state themselves to have been impressed by the 
fact that a representative deputation of Inman Christians 
which met them in Delhi evinced their readiness to be merged 
in general electorates, and for that reason they have recorded 
a decided preference for the reservation of sedts in the 
case of In^an Christians in place of separate electorates. 
The present position is that Indian Christians have separate 
electorates in the Madras Presidency where the community 
is particularly strong and returns five members ; everywhere 
else any representation they have is by nomination. Prom 
representations made to us since the publication of the Com- 
mission’s Tcport, we understand that the Indian Christians 
of Madras are far from willing to surrender their separate 
electorates, and we endorse the view of 'the Government of 
Madras that the community in that province should not be 
deprived of its privilege without its consent. Provincial 
replies indicate that in some provinces reservation of seats 
ftiay present considerable difficulties, and that where separate 
electorates cannot be formed, the Indian Christian community 
may still need to rely for its representation on nomination 
by the Governor. 

35. The representation of the depressed classes. — The 

suggestions made by the Commission for the representation 
of the depiHissed classes have been much criticized by the 
provincial Governments. The difficulty of framing for each 
province a definition of the “ depressed classes ” is probably 
inherent in any scheme for the special representation of 
this class other than by nomination ; but the Commission’s 
proposals place a peculiarly embarrassing duty on the 
Governor to certify candidates authorized to stand for the 
depressed classes ; and the proportion of representation 
which the Commission suggest, namely, in the ratio of three 
quarters of the proportion of tl e depressed classes popula- 
tion to the total population of the electoral area of the 
provinces, seems likely to he unduly high. The Government 
of the United Provinces have calculated that in that province 
the Commission’s proposal would result in the return to 
the provincial legislature of no less than forty members in 
place of the sinj^e nominated member who at present 
represents the community. The whole problem of the re- 
presentation of the depressed classes will require care- 
ful investigation by the Franchise Committee | and at this 
stage we only wish to make plain that in our view their 
adequate representation should be secured 1^ the best means 
that may be f otind practicable, Thoi^ ^ere ate some 
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-differences of opinion within the community, recent meetings 
of depressed classes associations have re-affirmed their belief 
In separate electorates. 

3G.‘ The representation of non-Brahmins in Madras.— 

We agree that the reservation of seats for non-Bralimins in 
Madras is no longer necessary. 

37. The representatj/)n of Mahrattas in Bombay. — The 

recommejuiafion of the Commission is that the time has not 
yet come for the aholition of reserved seats for Mahrattas ; 
bnt that it may bo possible to abandon reservation in some of 
the constituencies in which seats have liilhorto been set aside 
for the Malnatta community. The local Government have 
expres.‘<cd no ojnnioii, and, pending further examination by 
the Franchise Committee, we retain an open mind. 

Special representation. 

38. The universities. — ^We come now to special, as 
distinct from communal, representation. The Indian 
university seats date from the time of Lord DulTerin ; when 
they wci-c instituted in the anxiety to make use of any 
corporate body of opinion that then existed. When tlio 
present refonns were introduced Lord Chelmsford’s Govern- 
ment found some difficulty in reconciling themselv’es 1- 
their retention. The Statutory Commission, though with 
considerable hesitation, recommend that they should he 
pr(*,servcd, but the number of seats should not he increased. 
Ail provincial Govenimonts, except the Government of Bihar 
and Orissa, agi'ce in retaining university j-opresentatiou, 
•and the same view is taken by the Indian Central Committee. 
In face of this evidence we are prepared to accept the coii- 
tinuauco of .special university representation, bnt we take 
the opportunity to express agreement with the suggestion 
of the Indian Central Committee, which is supported also 
hy the Governments of Madras and of Bengal, that iii order 
to secure a more adequate representation of learning and 
the return of representatives possessing special academic 
qualifications, the franchise in these special constituencies 
should not extend to graduates generally, hut should ho 
confiiU'd to memhers of the Senate or the governing body. 
We would observe that this change would not disfranchise 
the general body of graduates, who may he expected to 
retain their votes in general constituencies, even in the 
absence of the new literary franchise qualification which the 
{v>nmiis,'«ion have proposed. 

39. The great landholders. — The Commission deal at 
some length with the spedal representation of the great 
landholders, and come to the conclusion that since persons 
possessing the special franchise quaH^ations prescribed for 
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landholders’ constituencies have heen returned in consider- 
able numbers for general constituencies, their special repre- 
sentation is no longer required and should be abolished. 
The recommendation of the Statutory Commifesion conflicts 
with the view, expressed by the Indian Central Oomnuttee 
that this class of special representation should be retained. 
Every pro'/incial Government, except the Government of 
Assam where there is no special representation of land- 
holders, agrees with the Indian Central Committee, and con- 
siders that the special representation of the great landholders 
is still needed, in view both of the position of that class in the 
country aiul of the steadying effect which it is likely to have 
in the new legislatures. The suggested abolition of their 
special representation has been received with feelings of 
resentment and dismay by the great landholders themselves, 
and one of t*lie first steps which they took on learning of the 
proposal was to form a representative delegation to present 
to His Excillency the Viceroy an address, containing a 
weighty protest against the withdrawal of their present 
privilege. Particular objeelion has been taken by the land- 
lords themselves to tlie suggestion made by tlie Commission 
that, in the* (neat of their failing t(* secure representation 
equivalent to the pi'esent number «d’ their special constitu- 
encies, their j-eiiresenlation should be obtained by nomination. 

We ha\’e ourselves no hesitation in holding that this 
form of sp(-cial representati(»n should continue. Both the 
argimients aud the statistics used by the Commission might 
to our mind have been usc<l with equal effect to destroy the 
si)ecial representation either of commerce or of the univer- 
sities, botli of which the Commission retain. We have no 
reason to tJiink that there was any intention on Ihe part 
either of the authors of the Joint Report or of the franchise 
Comniittoo, over which Lord Southborough presided, to 
restrict the landholders to representation by their special 
constituencies. On the contrary, there were at the time 
frequent e.xpressions of the view tliat their entry into political 
life should he encouraged. The success in general con- 
stituencies of persons possessing the special landlord quali- 
fication can rightly be i-egarded as a healthy sign of a 
gieat.er readiness on the part of a conservative class to 
. ' recognize their obligations and take up political responsibi- 
lities under an increasingly popular ^system of Govern- 
ment. Bui prejudices still survive, *and unless special 
constituencies are retained, many leaders of this important 
class may still be unwilling to expose themselves to the 
hazards of election by general constituencies ; aud thoso 
landholders who are elected by general constituencies may 
jprove to be unrepresentative of the landholding interest. 
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Such questions as tenancy, and land revenue measures may 
be expected to occupy more pn)niinently the attention. of the 
provincial legislatures in the near future, and in the con- 
troversies likely to ensue the landlords can reasonably claim 
that they should not be deprived of their special representa- 
tion, at a time when the extension of the franchise may well 
increase the difficulty of their securing representation on a 
general register. 

We do not commit ourselves to the acceptance of any 
principle that in the new legislatures the special representa- 
tion of the great landholders should be proportionate to 
their present scale. One difficulty in accepting a principle 
of that kind is that the electorates for these special con- 
stituencies are necessarily small, and cannot be widened by a 
lowering of the qualification without destroying the value 
of the representation gix'en. The general view of the 
provincial Governments is that there should be some in- 
crease in the number of landlord seats. The Govern- 
ment of Bombay and the Government of the Punjab each 
suggest one additional seat to tlic present repi*esentation 
of landholders in those provinces. In Bengal the extent 
of the representation of landhohlors in the lower house 
may depend upon the establislmient of a second chamber, 
and similar considerations may govern the special re- 
presentation of landholders in the United Provinces 
and in Bihar and Orissa. The precise extent of their 
representation is therofoi’e clearly a matter for inve.stiga- 
tion by the bh’anchise Committta*. But on the broad is.sue 
whether or not there should be special constituencies for 
the representation of the great landlu)tders, we have no 
hesitation in accepting the view of the Indian Central Com- 
mittee and of the provincial Governments that they should be 
retained, both in the central and in the provincial legislatures. 

40. Commerce and industry. — ^We endorse the proposal 
of the Statutory Commission that the special representation 
of commerce and industry should he preserved.^ We sec 
no reason to differ from the detailed recommendations which 
some provincial Governments have made in this matter. 

41. Labour. — The special re^sontation of labour is 
an exceedingly difficult problem. When the present reforms 
were introduced, schemes were drawn up by the Govern- 
ments of Bombay and Bengal in response to a recommenda- 
tion of the Joint Select Committee of Parliament to form 
special constituencies for wage-earners in the cities of 
Bombay and Calcutta. On further consideration the Joint 
^lect Committee of Parliament decided that it would Iw 
impolitic to persist in an experiment which those best quali- 
fted to judge regarded with considerable misgivings, and in 
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consequence the representation of labour was left to nomina- 
tion by the Governor, six seats being set aside for that pur- 

E ose, and distributed between the provinces of Bombay, 
engal, Bihar and Orissa and Assam. 

The problem was next considered in 1924 by the 
Keforms Enquiry Committee which recommended that the 
representation of factory labourei's in the provincial coimcils 
should bo increased, and that the local Governments 
should bo asked to formulate proposals. The Com- 
mittee expressed the opinion that, if possible, representation 
should be by election. On examination it was not found 
possible to introduce an elective system in any province, 
and the action ultimately taken on the Committee’s recom- 
mendation was merely to add four nominated seats, two in 
Bombay, ono in the Punjab and one in the Central Provinces, 
giving a total of ten seats in the nine provinces including 
Burma. It was recognized at the time that criticism 
might be directed to the fact that the only response 
to the recommendation of the (’ommittee was to increase 
from six to ten the number of seats definitol}' assigned to 
ilie* represeniatiou of labour in a country which claims a 
prominent place in the industrial countries of the world and 
whose legislatures ai’e avowedly designed to give sepai’ate 
representation to separate classes of interests. It was felt 
however that in spite of the actual and potential importance 
of India as an industrial factor in the world’s economy, 
her workers were not then sufficiently organized or sufficiently 
<!iffore]itiated in aim or outlook from the general population 
to vvai’raut the creation of artificial means Avliereby they 
might lie ])rovidcd with representatives in the legislatures. 
'I’Jie conclusion therefore in 1926, as in 1920, was that all that 
was necessary or possible was to enable the point of mew 
of the still immature workers’ organizations to be effectively 
voiced by competent exponents who had made it their special 
study. 

T’he Indian Central Committee have recognized that un- 
organized labour must i-emain unrepresented until the 
franchise has been lowered to a snffieient degree to enable 
them to win representation in the general •constituencies ; 
but, holding the view tliat India is on the threshold of a 
great industrial development, I hey regard it as of the highest 
importance that means should be provided by which organized 
lalrour may be enabled to make its wants known in the le^s- 
latnres through representatives of its own. The Committee 
accordingly*propo8ed to sot apart eighteen seats for the re- 
presentation of organized labour in the eight provinces and 
recommended that in Bombay four seats should be reserved 
for labour in four general constituencies, and that in the 
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other provinces representation should be by separate elec- 
torates. 

The Statutory Commission proceed with greater caution 
and, Major Attlee dissenting, suggest that, pending further 
investigation by the Royal Commissioii on Labour in India, 
in every province the Governor should have the duty of 
drawing up rules for securing labour representation by the 
means which in existing circumstances are the best avail- 
able. If the Governor finds that for the present ho must 
still resort to nomination, he should consider whether there 
are suitable labour organizations Avhich he might consult 
before making his choice. 

We accept the principle that the special representation 
of labour should remain, at least until such time as ■with the 
extension of the franchise the gi’eat majority of their numbers 
qualify for a vole in the ordinary constituencies." We would 
prefer Uiat their representation should where possible be 
by election ; but are bound to admit that the possibilities of 
this still seem remote. Three provincial Governments, 
namely, tliose of the United Provinces, the Punjab and 
Assam, make it clear that they sec no present alternative,, to 
nominatioii. We are ourselves reluctant to throw the whole 
burden of decision on tlie Governor in person ami would 
recommend that the problem should be further examined by 
the Franchise Gomnhttee, before decisions are taken either 
as to the mode or the extent of labour representation on the 
new councils. 

. Provincial executives. 

42. Unitary Cabinets. — We accept the recommendations 
of the Statutory Comnussion that the provincial Cabinet 
should be unitary Avith every member accepting responsibility 
for the AA hole policy of the provincial GoA'crnment. We agree 
that provision should he made that the only vote of censure 
which could be proposed would be one against the ministry as a 
A^’hole carried after due, notice. We also endorse the sugges- 
tion that the existing scale of salaries Should be alterable only 
by a piovineial statute. 

43. Official ministers. — ^More difficult questions arise out 
of the .suggestion that when forming his Cabinet the Governor 
noting iindcr the superintendence and control of the Governor 
General, sliould decide whether or not to include in it one or 
more non-electod persons. The Commission propose that 
such jMjrsons, if included Avithin the Cabinet, should becqma 
ex-officio members of the legislature and they have indicate* 
tliat they Avonld, so they conceive, ordinarily be-experioii^d 
officials. 

There is some variety of view in th$ reports of the 
proy ineia) Governments on this proposal, ^e Govemm^l 

‘TohuiwH, psira. 0. 
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of Madras would provide that no person other than an 
elected member of the legislature should be appointed to 
the ministry except on the recommendation or with the con- 
sent of the chief minister. The Government of Bombay 
would exclude ministers appointed from outside the couficil 
on the ground that their inclusion would be contrary to the 
principle of responsible goveniment. There are differences 
of opinion among the members of the Government of Bengal ; 
some favour a statutory rule requiring the presence of an 
official in the ministry ; others prefer to leave it to the 
discretion of the Governor ; and others again are opposed 
to any official element in the Cabinet. On the other hand 
all membei-s of the Government of Bengal are agreed that, 
save an official, no person who is not already a member of 
the legislature should be eligible for inclusion in the ministry. 
Some go further, and would make nominated members in- 
eligible. The Govciiiment of the United Provinces hav’^e 
made an exceedingly interesting examination of the implica- 
tions and possible consequences of an official minister in the 
Cabinet. His Excellency the Governor and the seiwice 
member of his council favour inclusion, but tbe other 
menibei's of tin- Govermnenl consider that a principal secre- 
tary would be more in keeping Avith the general scheme of 
the new constitution. All members of the Government of 
the Punjab, official and non-official with the exception of one 
minislei', would specilicully exclude auy official }ninister. 
In the course of their comments the official members of the 
Governinent .state that iliis is a feature of the proposed 
constitution Avhich has l.ieon specially singled out for attack, 
and that il has l»eon and Avill be used as an argument to prove 
that the i osponsibility of the Cabinet is intended to be mireal. 
In oi*der that no ground should be left for this allegation, the 
official nunnbers of the Government of the Punjab are pre- 
pared to abandon any official element in the future Cabinets, 
provided that other provision be made to secure to the Gov- 
ernor tlie advice Avhich he will need. A very similar line ol 
reasoning is found in the letter of the Government of Assam, 
who state that the mere retenticu in the hands of the Gov- 
ernor of the power to appoint an official is likely to bo misun- 
derstood and to engender suspicions detrimental to the accept- 
ance and work lug of the new constitution. The Govermnent 
of Biliai' and Orissa hold that owing to difficulties in its 
operation the appointment of an official minister will bo the 
exception rather than the rule, and that this device for mak- 
ing official experience available for the ministry and for the 
Governor will not ordinarily be effective. They Avould, how- 
ever, accept the provision in the discretionary form suggested 
by the Commission to moot exceptional circumstances, for 
instance, the temporary appointment of an official to avoid ak* 
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iulerregtiuni. The preponderance of opinion in the Govern- 
ment of the Central Provinces is that all members of the Cabi- 
net should be chosen from the legislature. 

The suggestion that the appointment to the Cabinet of 
one or more officials should be discretionary with the 
Governor has certainly been distasteful to Indian opinion, 
and we are impressed by the general consensus of opinion 
in the replies of the pi'ovincial Governments that an officmi 
minister would be difficult to maintain in office against the 
wishes of his colleagues and would be ineffective. We have 
no hesitation in holding that there should be no statutory 
requirement for the inclusion of an official in the provincial 
Cabinets, or in the Cabinet of any particular Governor’s pro- 
vince. We would be reluctant, however, to depart from the 
recommendation of the Commission * that there should be a 
discretionary power with the Governor to make such appoint- 
ment should circumstances so require. We can conceive a 
situation arising in more than one province in which 
mini.sters may welcome an official colleague possessing Avide 
administj*ative experience, and in times of communal tension 
ministers may themselves Avish to place a particular portfolio 
in the charge of an official, Avhose imiwirtiality would he; above 
suspicion. In Bengal thoi’e is the risk, to which the local Goa’'- 
ermnont icfer, that it may be difficult to find non-officials 
willing to take on themselves the responsibilities for Kaw and 
order in the province. W’e have no doubt that, before 
appointing an official, the GoA'ernor would first baA’^e informed 
himself fully of the probable attitude of the other members of 
the Cabinet, and on the whole Ave think it likely that an official 
membei wt)uld seldom be appointed, and that, if appointed, 
his appointment Avonld rest on general consent. But for the 
reasons Avliieli avo have giA’^en Ave agree AA’ith the Commission 
that the GoA'enior should be free to exercise discretion in the 
matter. A suspicion exists that the appointment of officials 
may be used to restrict the scope of responsible self goAorn- 
meui. buT we have endeavoured to explain that, in oar vieAV 
of the use which the Governor Avill make of his discretionary 
poAver, such suspicion is unfounded. If, however, it Avas 
thought desirable, Ave Avould agree to a suitable provision on 
the point being inserted in the Instrument of Instructions to 
GoA'crnors, 

One of onr colleagues, however, finds himself unable to 
accept the position which we haA^e adopted on this matter, 
and considers that the Governor should possess no power to 
appoint official ministers, whose presouce in the Cabinet our 
colleagne finds himself unable to reconcile with the principle 
ct joint responsibility. 
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Nou-elected non-officials. — ^With regard to the inclu- 
sion in the Cabinet of non-official non-elected persons, we con- 
sider that objections can be met by provision on the lines of 
sub-section (2) of section 52 of the. present Government of 
India Act that, save an official, no minister shall hold office 
for a longer period than six months, unless he is or becomes 
an elected member of the legislature. 

45. Gommunal representation in the Oabinet.— Minority 

communities attach great importance to securing representa- 
tion in the Cabinet, and disappointment has been expressed 
at the conclusion* reached by the Commission that it is 
impossible to have any rigid and formal provision in the 
matter. The claim that Muslims should be guaranteed 
Cabinet representation was put forward as one of the de- 
mands of that community in the resolution of the all-India 
Muslim Conference which met at. Delhi, on the 1st Janua]^ 
1929, and the counterpart to tlie Muslim demand is found in 
claims put forward, for instance, on behalf of Hindus and 
Sikhs in the Punjab. The problem is discussed at some 
length in the letter of the Government of the United Pro- 
vinces, and interesting’ references to the attitude of the Sikhs 
and of the Hindus in the Pnnjj'.b will be found in the minutes 
of the Hindu and Sikh Ministers respectively of that province. 

We agi’ee that for the reastms which the Commi.ssion 
have given it will bo difficult to make statutory provision 
guaranteeing representation in the Cabinets to muiority com- 
munities. The view which we take is that in practice the de- 
sire for peaceful administration will in the natural course of 
events lead the majority to enlist representation from other 
communities in the formation t)f the Cabinet, and further in- 
ducement in the same direction will be derived from the par- 
liamentary value of minority gi'oups. We believe, therefore, 
that where the minority is influential and commands support 
in the legislature, it will be able with some confidence to count 
upon Cabinet representation ; whe re the minority is small, 
the prospect of its representation must necessarily bo more 
doubtful. We do not fail to recognize the strength of minor- 
ity apprehensions regarding the composition of the new execu- 
tives and for that reason we are prepared, if no other 
means of meeting these apprehensions can be suggested, to 
give a general support to the suggestion put forward by the 
Government of the United Provinces that the Instrument of 
Instructions to the Governor should include an obligation to 
attempt to secure representation of a minority community 
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in the Cabinet, where such minority is in his opinion of suffi- 
cient importance to warrant it. 

4{i. The chief minister.— It follows that we do not con- 
template leaving the selection of ministers to a chief minister. 
The formation of the Cabinet must be recognized to be a 
responsibility imposed by the constitution on the Governor. 
The position has to our mind been correctly stated by the Sta- 
tutory C!ommission. We share with the Commission the 
expectation that there will ordinarily be a chief minister 
whom the Governor would consult before appointing other 
ministers. But the minority problem makes it essential that 
there should be no constitutional recpiirement for the appoint- 
ment of a chief minister in all provinces. The misgivings 
of the minorities would be immensely aggravated if the 
function of the Governor were to be limited to selecting a chief 
minister and leaving to him the choice of his colleagues. 
That method might be found appropriate in some provinces 
where the minority problem is not acute and where })olitical 
conditions are comparatively advanced, and we have no doubt 
that there, while the constitutional responsibilit\ will continue 
to rest with the Governor, the precise relationship between 
the _Gov(unor and the chief minister in the formation of 1;he 
Cabinet would rapidly come to be govenied by convent ions 
locally established. In other provinces where conditions may 
be less favourable, public feeling may require that the selection 
of each member of the Cabinet patently rests with the Gover- 
nor alone, though exercised, as it must inevitably be, after he 
has first in formed himself of the state of political opinion and 
the relative position of the various parties in the legislature. 
In buch provinces we anticipate that Cabinets may for some 
years to come require to be formed definiloly on coalition 
lines. 

47. The Cabinet secretary. — The improbability on which 
we have remarked that reliance can be ])laced on the presence 
in the provincial executives of official ministers has directed 
increase*! attention on the part of the provincial Governments 
to the suggestion made by the Commission* that there should 
be established a post of secretary to the Cabinet held by a 
civil servant who would not only be responsible for keeping 
the reci rd, but, would have direct access to the Governor. 
The official raembera of the Government of the Punjab havo 
t^en up this suggestion, and give it prominence as a condi- 
tion of their assent to the abandonment of official ministers. 
They contemplate a princijpal secretary who would also be 
the Cabinet secretary, hut with enlarged functions and in close 
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touch with the Governor, the ministerB and all depart- 
ments of the secretariat. Similar support is given to the 
proposal hy those members of the Government of the United 
Provinces who do not favour an oflScial miiiistei’. On the 
other hand, the Goveriunent of Madras, while they 
support tlje appointment of a Cabinet secretary, place 
him definitely under the control of the chief minister and 
allow him no access to the Governor without the Itnowledge 
of the ministry. In other provinces recognition of the need 
for supplying the Governor with competent official ad\'ice has 
produced suggestions Avhicli, while thcj' coincide in their in- 
tention, difi'or in their form. Tlie Government of Assam ad- 
vocate the appointment of a financial adviser of high stand- 
ing, who would be the head of the Civil Service and outside 
Cabinel. The view personally expressed by Uis-Excellency 
the Oovemor of Assam is that he regards the presence of a 
financial adviser as a nece.ssaiy condition for the establish- 
ment of a fully lesponsible Cabinet, and that it is only on the 
undcn standing that .such an appointment would be guaranteed 
thav ho is ai)lc himself to recommend for Assam the appoint- 
ment of a miuistj‘y entirely drawn from the legislative council 
•The sugg'^stiou is put forw’ard not only on the ground that it 
will be ii(''‘<‘ssai-y 1(, snj)])Jy expert advice on financial and 
revenuo matteis to individual members of the Cabinet or the 
Cabinet as a whole, but to ensure that the Governor shall ^ 
able to rely on admini.strative experience of a high order in 
the even! <d' a hreakdotvii, and fo secure the efficient working 
of the ])onnanent civil service. The view.s of the Govern- 
mwil of the Central Provinces tend somewhat iti the same 
direction. They hold that the need for expert advice to the 
rainistiy and the advantage of having an official of standing 
in close touch with the Governor and his ministers iU'e patent. 
They suggest that the best plan for securing this advantage 
will be to arrange for a financial or revenue adviser or 
Comnii.s,siouor, who might attend Cabinet discussions when 
his iiresoiKC was desired by the Governor nr the ministers, 
and they believe that such a olan would be preferable to 
that of Cl -Oabinet secretary standing in some special relation 
to the Governor. The Government of Bengal support the 
Commission’s proposals for the appointment of a Cabinet 
secretary, but recognize that the Governor may still be left 
in ignorance of important facts affecting the administration. 
They suggest that the Govenior should have an expert ad- 
viser on his personal staff. The need for supplying the Gov- 
ernor with special official assistance in the discharge of the 
onerous responsibilities which will pass to him under the new 
system is nowhere more strongly expressed than in the letter 
•f the Government of Bihar and Orissa. The duties likely to 
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fall to the expert adviser are discussed, and His Excellency 
the Governor presses for. an appointment of that Mnd, to 
eiisuj’e that the Governor is in a position to carry out his 
duties. 

Through these comments there runs a double line of 
thought. The first takes the point that the Cabinet itself will 
require assistance not only for the maintenance of its re- 
cord, but also that the members may have the benefit of past 
experience of Cabinet administration secured by .a continuing 
post. The second line of thought relates to what v;o regard 
as a distinct problem, namely, the necessity of giving the 
Govei’nor the assistance of experienced advice, more parti- 
cularly for the due exercise of his ovoriiding powers. 

* t 

Of these two requirements the first could, in -our view, 
be met on the lines suggested by the Commission for Ihe 
appointment of a Cabinet secretary. Such an officer would, 
as the Commission propose,* “ have direct access to the (lov- 
crnor, so that, whether His Excellency was present at a givt.m 
meeting or not, he would be kept impartially and fully in- 
fonned of the course of business ”. He would, as in England, ^ 
bo tlie servant of the Cabinet ; his function would bo to assist 
the Cabinet in the discharge of its duties and, though it 
would of course be open to him to approach the Govenior 
on aK> matter, he would not do .so without the cognizance of 
ministers. 


48. Official advisers to the Governor.— We lecognize the 
need which Governors Avill feol for experienced advice in ihe 
exercise of their overriding powers. There may be special 
circumstances in some provinces requiring special treatment, 
blit, as a general practice, we contemplate, and to this 
we attach importance, that the A'^arious secretaries to Gov- 
ernment will continue to have access to the Governor. 
We anticipate that ministers will themselves approve this 
continuance of the present practice hut Avill expect, and in our 
opinion reasonably, that they should be kept informed of any 
communications made to the Governor by their secretaries. 
Wo are indeed doubtful whether it is possible in this matter 
of supplying the Governor Avith experienced advice to make 
precise or specific provision. The Governor must be free to 
obtain adricb from any source that he may select, and mudi 
will, of course, depend on the Governor’s own persfmality. 
We Avould assume that the local practice wliich may vary 
from province to province would grow and develop in such 
direction as local circumstances may render appropriate. 
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49. The overridings powers of .the Governor.— It is 

generally recognized that for the reasons given by the Com- 
mission* it would be neither practi cable nor desirable at once 
to create the position that tne GFSveinor should be bound 
on all subjects by the advice of his ministers. The need for, 
overriding powers is admitted by all who appreciate the 
ultimate responsibilties, which Parliament must still retain 
for the administration of Government in the provinces, and 
not the least of relevant considerations is the reliance which 
the minority communities will repose in the Governor for 
their protection. 


Under the present constitution the powers of the Gov- 
ernor to override his ministers are theoretically unrestricted. 
With the exception of tlio Governments of Bombay and of the 
Central Pnovinces all the provincial Governments accept the 
views expressed by the Commission, first, that in the new pro- 
vincial constitutions the Gov'^ernor .sliould, on the administra- 
tive side, be given statutory ])ow(‘r to direct that action should 
be taken otherwise than in accordance wilh the advice of Ids 
ministry only for certain specified purposes ; and, second, that 
ill all such matters the Governor should be subject to the 
superintendence, direction and control of the Governor 
General. Similarly it is agreed that the purposes for which 
the Governor is giv(m overnding ])owers should he statutonly 
expressed. 

The view taken by the Government of Bombay is that, 
while the Governor appears to he the only authority to whom 
overriding powers can be entrusted, his responsibilities are 
so great that with him must remain all powers not expressly 
transferred to the ministry and to the legislature and that it , 
might be preferable not to embody these powers in the rigid 
language of the statute. On the other hand, the argument 
developed by the Government of the Central Provinces ques- 
tions the use of overriding powers ov'^er the normal adminis- 
tration of a ministry, and suggests that they should be left 
vague so as to cover only the obligations imposed on the Gov- 
ernor by his Instrument of Instructions. 

The view which we are disposed to take is that the over- 
riding powers of the Governor should be defined in the statute^ 
but that no closer definition should be attempted than is made 
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by lilt* Oommissioji.* If the powers were to 

so precisely specified as to be capable of judicial 
iiiterp rota lion, a tendency might arise of subjecting all pro- 
ceedings of the ministry to the test of the overriding powers 
of the OoNeruor. Any such tendency would in our view be 
wholly inconsistent with the spirit of the new constitution, 
and, if pursued, might well prejudice tlie entire scheme of the 
reforms. AVe are aware that some sections of Indian opi- 
ni(*n M’ith Avhich one of us is in agreement would 
favour restricting the first of the overriding powers 
mentioned by the Commission to the subject specifically of 
law and order. But those who hold that view appear to us 
to overlook the essential point that the purposes of intervp- 
tion are not necessarily co-terminous with the administration 
of particular subjects. At the same time we wish to make 
it clear that we anticipate that the use by the Governor of 
his overriding powers will be infrequent and reSierved for 
exceptional occasions, Avhen no other course seems appro- 
priate. 

There is one new category of overriding powers suggested 
by the oflScial members of the Government of the Punjab on 
which some brief comment is needed. The proposal wdiich 
they make is that the Governor should possess special powers 
to secure the financial stability of the province, and they 
explain that they have in view some power to defer too 
hasty action, in the interest of the broader financial issues. 
The particular instances which they cite are the re- 
linquishment of substantial revenue, or the acceptance of 
large schemes involving progressive recurring revenue expen- 
diture, which could clearly only be financed eventually by re- 
course to extraordiuarj" receipts or loans. It seems clear that, 
though in such matters the use by the Governor of over- 
riding powers might be due to an anxiety to maintain the 
financial stability of the province, in effect an exceedingly wide 
measure of administrative interference would be involved. 
We are inclined to agree* with the (^ramission that such a 
power of intervention is undesirable, and should prefer to 
i*ely on the Governoi ’s persuasion and guidance to prevent 
overhasty action. 


Wo agrees with the suggestion of the Commissiont that 
the Governor’s power of securing the passage of rejected bills 
by certification and' his power of restoring rejected grants 

tt I. 
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flliould correspond to the range of liis special powers to 
control executive action. 

50. Fundamental rights. — tt has been represented 
to us that the overriding j)owers of the Governor 
for the protection of minorities will be ineffective, 
and we have been strongly pressed to provide sepa- 
rately for this uurpose by a recital in the Act of funda- 
mental rights. In the time al our disposal it has not been 
iwssible tor us to examine the question fully or in jjarticular 

^to investigate the difliciiltios, which ari.se both as regitrds the 

"'definition of sucli rights, and the sclectiim of means by which 
they could be made effective. The subjects to bo covered by 
these rights are by 7io means nxatter of agreement. Their 
nature would require careful scrutiny. If they are expressed 
in the cojistilutiou merely s<» niatiiy general political 
maxims, they are unlikely 1«> serve the purpose for whidi 
they are framed. On the other liand, atlirst sight there seem 
to us to be objections to making at least some of such rights 
justiciable. If administrative decisions of all kinds can 
be taken to the courts, grave disadvantages and em- 
^tarrassments may ))e expected to ensue. There -may, 
however, be some via madia between these two alternatives. 
We refrain therefore at this stage from pressing our consi- 
deration to a final conclusion, but we remark that, owing to 
the importance which the minority ct)nmiunities in ])articular 
attach to this matter, it is likely to form the subject of keen 
discussion at the Round Table Conlorence. 

51. Emergency provision.-— While Parliament remains 
re.sp(msible that there are Governments in the provinces, and 
that they function, special provi.sion is needed in ihe constitu- 
tion for a state of emergency in tlie t‘vent of a breakdown of 
the constitution. There lias been little criticism of the sugges- 
tions made by tlie Commission’” to vest the Governor.^ with ad- 
ministrative powers for that purpose and, subject to fur- 
ther examination in detail, we accept their proposals in prin- 
ciple. We remark, however, that under the present consti- 
tution Governors do not possess powers corresponding with 
those of the Governor (ieneral to make and ])vomiilgate 
ordinances, and it has been suggested to ns tliat if powers 
of that description were now to be given to them, it might 
be proper to make the use of the power, except in sudden 
emei’gencies, subject to the consent of the Governoi- General. 
We put forward this suggestion for your consideration. 

52. Backward tracts. — The provision in section 52-A 
of the Gov ernment of India Act empowering the Governor 
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General in Council to declare any territory in British India 
to be a backward tract dates from the last reforms. 
It originates in the recommendation made* in the Joint 
JJeport that the typically backward tracts, where the 
people are primitive and there is no material on which 
to found political institutions, should be excluded from the 
jurisdiction of the reformed provincial Governments and ad- 
i^uistered by the head of the province. Much care and con- 
sideration were spent both in the selection of areas declared 
backward tracts, and in the arrangements made i'or their ad- 
ministration. Broadly speaking, the result was the creation of • 
two classes of backward tracts, those wholly and those 
partially excluded from the jurisdiction of the reformed 
Governments. In the latter there are considerable varia- 
tions in the degree of their cxolusion. 

The Commission recognize that there arc areas the in- 
habitants of which are in a lower state of civilization than 
their neighbours'; and agree that for such areas special 
arrangements are necessary. Their first suggestion is that 
it may be found that in one or two cases an area now notilied 
as a backward tract is so advanced that its special treat-- 
ment need not be coTitinued. Action on this suggestion has 
already been taken. There are no backward tracts in 
Bombay, the United Provinces or the Central Provinces. 
The Government of the Punjab state that there is now no 
need for the special treatment of Spiti and Lahaul. The 
Government of Bengal arc investigating whether the 
Darjeeling district shoidd continue to be in any degree ex- 
cluded from the normal constitutional arrangements of the 
province, and will report the results of their einjuiries later. 
Tlie Government of Bihar and Orissa state that there are 
parts of (;!hota Nagpur, of the Santal Parganas and perhaps 
of the 8;,imbalpur and An^d di.strict.s, which need nol be 
retained in a special positioni In Assam, as in Bihar and 
Orissa, the backward tracts are of particular importance. 
While most of the tracts now notified must continue to receive 
special treatment, there is some difference of opinion about 
isolated areas. The opinion in Madras is that the existing 
backward tracts cannot yet be brought entirely under the 
normal administration. We welcome the re-exaniinniion of 
the position which provincial Governments have made and 
arc making at the instance of the Commission, and accept the 
principle of reducing the number and area of the backwarc 
tracts wherever possible. There must, however, still i;emain 
large territories which all are agreed must for some time to 
come remain outside the scope of the reforms. For the future 
administration of these areas the Commission have made 
important pro posals. ' 
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The Commission appear to have been impressed pri- 
marily with the need to provide adequate funds for the 
development of the backward tracts, the most extensive of 
which fall within the poorest provinces, and reach the con- 
crnsioii* that “ only if responsibility for the backward 
tracts is entrusted to the centre, does it appear likely that 
it will be adequately discharged They fortify that con- 
clusion by the argument that if unitary ministries replace 
dyarchical executives, the backward tracts should on con- 
stitutional grounds be excluded from the area of responsible 
government. It is suggested that they should not, like the 
min»}’ administrations, be placed entirely outside the borders 
of the dovernors’ provinces, but the central Government 
should use' the agency of the Governors for their adminis- 
tration, apd by resort to its control of the all-India services 
should enlist from the adjacent provinces the seiwiees 
of officials familiar with local methods: The Commission 
contemplate that members of the provincial, and possibly 
of the subordinate, services should also, when expedioni;, 
be obtained from the pro^'inces. The arrangements proposed 
4*()r partially excluded areas contain even greater complica- 
tions. Partially excluded areas would continue to send re- 
presentatives to the local legislature, and the Governor, as 
the .igont f)f the central Government, would decide how far 
local legislation should apply to them. The extent to which 
lh(' (io^ ('rnor will act iu consultation with ministers is to be 
reguiated by rules made presumably by central authority. 
Thtse tracts would bi* under the same system of taxation for 
pro: incial purposes as the re.st of the province, and the pro- 
vincial revenues raised within them must bo spent upon them. 
.Any additional funds that were needed would come from 
ecniral rev'emies. 

We see grave difficulties in these proposals, which have 
been criticized by several local Governments. For the 
administration of the Chittagoiig Hill Tracts, the Govern- 
ment of Bengal prefer to retain the present system with 
such modifications as may be needed. A similar view is 
held by the Government of Madras for the future administra- 
tion of the backward tracts situated in that province. It 
is true that the Glovernmcnt of Assam support centraliza- 
tion, but in their case the prospect of transferring from the 
province to the centre the cost of administration has prob- 
• ably been a considerable inducement. At the same time the 
Government of Assam entirely withhold their support from 
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the Commission’s scheme of partial exclasiou. The argu- 
meats against ceutralizatiou seem to us to have been well 
set out by the Government of Bihar and Orissa. There is 
lit.lie reason to think that the Federal Assembly will be any 
more ready to grant funds than the legislature of the pro- 
vince within whose boundaries the particular backward 
tracts ai'e situated. The comment of the local Government 
that the Assembly will have little knowledge of and take no 
interest in these areas is in our belief likely to be justified. 
We doubt moreover whether the Governor of a province 
could appropriately be required to act as agent on behalf of 
the central Government. The financial arguments which 
were so prominently in the mind of the Commission seem to 
us less conclusive in view of the proposals which the Commis- 
sion have themselves made for placing the new provincial 
Governments in possession of more adequate funds at the 
expense, it may be, of central revenues. We fully appreciate 
the \'ariou.s points which the (Commission have* taken ; but 
wo -think it not unfair to comment that the simple foim of 
administration suitable to the backward tracts per se 
involves a lower scale of e.xpenditure than that of the more 
developed districts. When their needs rise to the same levelj 
the time for treating them as backward tracts will have 
passed. Our present disposition, therefore, is to maintain 
the link Imtween the provinces and the backwarvl tracts 
without interposing central responsibility for their adminis- 
tration. It may bo necessary to retain some areas under 
the sole administrative control of the Governor. In others 
where the jurisdiction of minister.s and of the provincial 
legislature has already been admitted, the Oo\'ernor may 
need no more than a general power to control the application 
of central and provincial enactments. The whole subject 
will, however, require further detailed consideration. In 
Assam -where the area of the backward tracts is so great, 
special arrangements may be needed and the Commission’s 
scheme of centralization may he found to be the best solution. 
In Bihar and Orissa the problem is likely to be connected with 
the question of the formation of a separate province for th« 
Oriyas, and should be considered by the Committee charged 
with the investigation of that problem. 

On a minor point, we have no objection to the Commis- 
sion’s proposal that the somewhat derogatory term “back- 
ward tract ” should be discarded in the statute, and giva 
place to the more colourless designation “ excluded area ”, 
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53. The High Courts. — Amongst subjects not intimately 
connected with constitutional issues of fundamental import- 
ance are the recommendations made* by the Commission tHat 
the charges of all High Courts, including the Chief Court of 
Oudh and the courts of the Jiidicial Commissioners of the 
Central Provinces and Sind, should be put upon central reve- 
nues, and that the administrative control of all such courts 
should be exercised by the Gov'crnment of India and not bj^ 
pi'ovincial Governments. We have made a summary exami- 
nation of these jiroposals and have received in very general 
terms the views of the courts and the local Governments con- 
cerned. 1?he material before us however is not sufi&ciont for 
the ade(]nate consideration of these recommendations, the 
financial and administrative aspects of Avhich, intricate in 
themselves, will require detailed exploration, in 
consultation with local Governments, in the light of the <leci- 
sions reached on the larger constiiutional issues, and we are 
of opinion that they could be more coiivenienlly aijproacbod 
when those decisions have been arrived at. As regards the 
appointment of judges, Ave agree that Avhile permanent 
appointments to High Court judgeships should continue to 
bo* made by His j\tajesiy the King, all other appointments to 
High (i'ourt judgeships and all appointments to judgeships in 
courl.s of lower status exerei.sing similar jurisdiction should 
be made b> the Governor General in Council. We presume 
that the distinction w-hich appears to be drawn at the end of 
paragrjipli .346 of the re])ort betvreen the appointment of 
additional judges by the central Government and tlie appoint- 
ment of temporary judges by the Governor General is not deli- 
berafe, and that the proposal is intended to' be as expres.sed 
ajiove, i.e., only a slight extension of the existing practice in 
so far as JJigh Courts (other than the High (-ourt of Calcutta 
to wljich officiating appointments arq already made by the 
Governor General in Council), and the Chief Court of Oudh, 
arc concerned. From the reference in the first part of ibis 
paragraph to the courts of Judicial Commissioners Ave assiuuo 
that the recommendation applies to appointments to these 
courts also, and Ave agree that no differentiation should bo 
made in the manner of appointing judges to High Courts 
(except in the ease of permanent appopitments which have 
alAvays stood upon a dilTerenl footing), and to other courts 
Avhicb discharge most of the functions of a High Court. We 
contemifiate that in all cases Avhero appointments are made 
by the Governor General in Council they will only be made 
after close consultation Avith the Governor. 

PEOVINCIAL FINANCE. 

54. Control of finance in the provinces.-^The proposals of 
the Indian Statutory Commission contemplate the grant to 
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the provincial Governments of very full powers in respect of 
finance. External control by the central Governiricnt is 4*.on- 
fined to the control of borrowing and to such control over pro- 
vincial taxation as will follow from the powers of superin- 
tendence Avhich the Commission contemplate* that tho 
centre should exercise ; and the extraordinary pov/ers of 
the Governor on the financial side are only designed to enable 
him to secure supply over the limited field in which he holds 
in reseiwe special powers, or to carry out directions w’Mch 
he may receive from the centre. The Commission have deli- 
berately rejected the suggestion that the Governor should 
be grunted special powers to secure the financial stability of 
the province. For the reasons which we have already ex- 
plained we concur in that conclusion. In accepting thfs Com- 
missiojt’s i)roposals generally we desire to add that the main- 
tenance of a strong Finance Department in each province is 
a matter of great importance, and the special position 
accorded to the Finance Department in Part III of the Devo- 
lution rules should be retained and specifically provided for 
iji the new constitution, 

55. Sir Walter Layton’s scheme : its connection with the 
general constitutional structure. — It is convenient to deal at 
this point with the proposals madef by Sir Walter Layton^ 
which have as their main object the provision of adequate 
financial resources for the provincial Governments. 

< 

The working of these proposals might be facilitated by 
the recommendations which the (■ommission have made for 
the reconstitution of the Assembly as a i’ederal Assembly, 
indirciclly elected through provincial legislatures. Wo sludl 
consider elsewhere how far these recommendations, whi(m 
arc primarily based on other grounds, aie capable of adop- 
tion. Here we would only remark that if the Coimnission’s^ 
proposals for representation of the provinces in the iLs- 
sembly were to be altered, it would not be impossible to 
devise other methods for giving representatives of the pro- 
vinces a joint opportunity to consider, the voting of tajee 
for the provincial fund. A suggestion which might be coiisi- 
dered in that event is that the provincial councils should elect 
Representatives to form a separate inter-provincial councjtL^ 
wMch shtjuld consider proposals for “ provincial frqtd,-*' 
t^atiou before their submission to the vote of the 
legislature. W'e recognize that this alternative does> wk 
possess the direct advantages of Sir Walter Layton’s 
and we put it fomard for consideration only in th#' event 
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of indirect election to the Federal Assembly not beinff 
approved. 

56 . Preliminary comments on Sir Walter La3rton’s scheme. 

— Turning now to the purely financial aspects of Sir Walter 
Layton’s scheme, we have, speaking generally, approach- 
ed it with a predisposition in its favour, mainly because it 
aims at the establishment of a uniform basis for the financial 
settlomcnis with the provinces. Such an arrangement is in 
every way preferable, if it can be shown to be worliable m 
p)*actice, to what seems to us the only other alternative, a 
separate settlement with individual provinces on a basis of ' 
ne^s. It is, however, essential to examine it closely. In 
order to test its practicid working, and tve find it necessary 
to make two preliminary comments. In the first place, the j 
scheme as whole contemplates within ten years th e, 
dojimjmt I»y the -«e»tral41avm*imumi..Gf„ croves of ' 

their revenue and the imuosition bv the provinces of 24 croms 
©f new taxation. It is conceived in a spirit of optiim^On 
which wo find it difficult to share, having regard to the general ' 
economic conditions, wdth which India and indeed tlie Avorld 
in general art* likely to be faced in the years immediately * 
before ns, to certain omissions in Sir Walter Layton’s sur- 
vey of the central Govevnimnit ’.s position to Avhieli avc shall 
I'efev again, and to the reluctance which may well be felt by 
the representatives* of the people in the provinces to itnj.i 08 e 
mw bimlens of this magnitude. Of the new items of taxation 
suggested, the proposed tax on agricultural incomes ini oives 
hi^ily controversial issues, and the terminal tax would, if 
introduced generally on the scale proposed, be open to serious 
objection from the economic standpoint. Sir Walter Layton 
has also, in our opinion, overestimated receipts, especially 
the revenue likely to he obtained from the taxes on tobacco 
and matches. For all these reasons we fear that his estimate 
©f 'the possibilities of fresh taxation may prove to be very 
wide of the mark. In dealing Avith agricultural incomes Sir 
Walter T.ayton makes the remark* that “ increased produc- 
tivity together with the rise of pi ices since pre-war days has 
enormously increased the money A'alue of Inca’s agricultural 
products This statement is open to serious challenge^ 
since at the present time the prices of three at least of India’s 
S^ost important crops, cotton, j\ito and wheat, are actually 
below pre-war levels, Avhile others, such as oilseeds ana 
groundnuts, are but little above them, and this decline had 
set Ibi even before the report of the Indian Statutory Com- 
mission was publidbed. It is scarcely too much to say that 
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the most serious economic problem, with which India — along 
jvith other agricultural countries — ^is faced, is the decline in 
value of her main products. 

Our second general comment is that the application of 
the scheme to individual provinces has not been worked out 
by Sir Walter Layton in detail, and, as will be seen later, it 
is when we come to the detailed application of the scheme 
that some of the main difficulties arise. 

57. Sir Walter Layton’s assumptions as regards the cent- 
ral Government’s surplus. — ^We propose to examine the 
scheme from two points of view, first in its reaction upon the 
central Government, and second in its application to the pro- 
vinces. Sir AValter Layton calculates that the central Gov- 
ernment should after 10 years, on the present basis of taxa- 
tion, have a surplus of 141 croves, arrived at as follows ; — 


Pins. 

Minus. 


Customs 

. . Civil Pjxpenditure 

.. 3 

Income-tax 

. . 5 Opium 

.. 2. 

Anny 

.. 7 

•• 



+19^ 

— 5 


Out of this the central Govenimont should be able to distri- 
bute to the provinces ; — 

(ff) Half the income-tax on personal incomes . . 6 

(h) Net proceeds of salt duly (allowing for an in- 
crease of i crore after 10 years) . . 6 

(<•) Balance of duty collected on foreign imported 
liquor over 30 per cent. . . . . 

Off-set by yield from commercial stamovS 
wliich will be transferred to the central Gov- 
ernment . . . . . . — 1-J 

~12 

Sir Walter Layton’s hypothetical table* actually anticipates 
that, whc]i at the end of ten years this distribution to pro- 
vinces has been completed, there will still be in the central 
Government’s budget a surplus of 4i crore® ; and his scheme 
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aftei* ten yearsNsontemplates that a certain definite and in- 
creasing proportion of the customs revenue shouhl bo paid 
into the provincial fund. He does, however, recognize that 
this prospective surplus may be affected by a number of 
factors which are uncertain. 

58. Sir Walter Layton’s assumptions examined in de- 
tail. — ^We now proceed to examine in detail the assumptions 
made in the above calculations. 

(1) Customs. — In view' of the importance of this head of 
revenue among the few which are left to the central Govern- 
ment under Sir Walter Layton’s scheme, Ave have had a spe- 
cial examination made by the Central Board of Revenue, 
w'hich is printed as one of the appendices.* It w'ill be 
seen that the Bofird do not accept Sir AValter Layton’s cal- 
culations, but that for an entirely different reason — viz., the 
great possibilities which lie in the development of motor 
transport — ^they have arrived at tlie conclusion that in 10 
years, provided that there are no setbacks due to extraneous 
inflneiu^es, there should be an iiicreuse under customs of from 
7.S to 1 0.4 erores. We Avould add that some allowance might 
also be made for an increase in the revenue from the duty 
on .silver, Sir Walter Layton liaA'ing accepted the estimate in 
the present budget of 1 crore which on the basis of past years’ 
imports is likely to be exceeded. Therefore, so far as cus- 
toms are concerned, eve\i if the Central Board’s estimate is 
somewhat optimi.stic, avc do not challenge Sir Walter Layton’s 
figure of 71 erores, w’hich seems sufficiently conservative, pro- 
vided alwaj's that economic conditions in those years are 
reasonably good, and that there are no substantial changes in 
the Government’s tariff policy. Tliese two qualifying pro- 
visos are of great importance. As to the first, a continuance 
of the ijresent trade depression w'ould reduce both the value 
of our exports and the consuming ])ow’er of the people, and 
these conditions must lead to a diminished volume of imports. 
As to the second, the present teni'ency of articulate political 
opinion in India is stronglv i?i favour of increased protec- 
tion, and if this opinion obtains an increasing influence on 
Government’s policy as is likely, many of the present revenue 
duties may acquire a much greater protective significance, Avith 
a resulting decrease in Government reA’^enue. Nor can we 
leaA'e out of account the possibility that there .may be a strong 
demand that ‘an increasing share in motor taxation .«>hould 
be transferred to the provinces, or be earmarke'i in some Avay 
for road development. There are thus grave elements of 
insecurity in the position, and the fact that thj possibility of 
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improvement seems to depend mainly npon'^one uncertain 
item is an additional reason for caution. 

(2) Inwme~tax—lt is not necessary to discuss at length 
the sugf^estions which have been made by Sir Walter Layton 
for increasing the return from income-tax by lowering the ex- 
emption limit and steepening the gradation of the tax. These 
are suggestions which have been examined more than once 
before, and there are considerable practical objections to 
them. Wo include in the appendices* an extract from a note 
by the senior Member of the Central Board of Revenue on 
the subject. Nevertheless, if there were to be a strong de- 
mand from the general public or from provincial Govern- 
ments, the possibility of increasing revenue in these ways 
might well be again explored. As regards the taxation of 
agricultural incomes, in view of the difficulties ‘which this 
subject pr<isents, it would, in our opinion, be unsafe to count 
OTi, the increase wffiich would be obtained from the higher 
rate of taxation on composite incomes. The tightening up 
of the luxation of income from foreign sources is a matter 
whicii Avc have already under consideration, but we 
have no evidence on which to base estimates of any substan- 
tial incj’ease in revenue from this source. It is probable, how- 
ever, that even without any change in our system of taxation, 
if we could count on a normal year coinciding both in Bom- 
bay and Calcutta, we should be able to obtain not much less 
than 2 crores over our present figure at once, and in the 
course of 10 years at least 3 crores above our present figure. 
Sir Walter Layton ’s figure of 5 crores is, in our opinion, op- 
timistic. At any rate we do not care to reckon the average 
expectation of improvement in 10 years time at more than 
3 crores, though this is obviously a , heading which is capable 
of great variation according to the development of the 
country. If political dissensions subsided, and the w'hole 
national effort were concentrated on raising the general 
standard of life, there might be, a surprising increase. 

(3) Civil expenditure . — ^The estimate qf an increase of 

3 crores in 10 years does not err on the side of generosity. 
We allude elsewhere to the probability of many additional 
burdens being put upon the central Government for contri- 
butions to expenditure in the North-West Frontier Province, 
and also to the possibility of new demands if new provinces 
are created. * 

(4) Opium.-riWe shall lose our revenue on exports (2 
crores) hut shall still retain a small sum (10 to 15 lakhs) 
from the sale of medicinal opium. 
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. («>) Army . — Sir AValter Layton's estimate assumes 
debit of 3 crores to Burma and a further reduction of 7 crores,* 
bringing tlie military budget for India do^vn to 45 crores. 

Thh is a drastic reduction and the possibility of a big saving 
being realized depends largely on whether His Majesty's 
(itoverament will make a conlribution in respecst of 
the “ imperial defence ” element involved in amy expeiidi- 
ture. We allude elsewhere to the probability that the Burma 
■estimate will prove unrealizable. 

(6) liaihvays . — Sir Walter Layton does not take into 
account any increase in the contribution from railways in 
excess of fi crores, recognizing the importance of keeping rail- 
way rates down in the general interests of trade. With this 
latter comment we definitely agree, though the amount of the 
railway conlrihntion is a matliw which may require further 
consideration. 

(7) Other items . — Tf provinces become responsible for 
their own accounts, there will he a transfer of expenditure 
from till! central (lovernment. to the pi’ovinces of over 50 
laiihs, though there may be some increase ii.‘ tlie central Gov- 
ernment’s expenditure also ou this head, if the scheme for 
separation of accounts and audit in central areas is ex- 
tended. On the other hand, the debit to central revenues of 
High Court expenses less receipts from High Court fees 
would, wc believe, involve an appreciable net charge to 
central funds. Wc are not yet in possession of full details 
on this point, hut such preliminary estimates as we have re- 
ceived from provincial representatives confirm this conclu- 
sion. 


59. Further considerations affecting Sir Walter Layton’s 
assumptions. — ^Apart from the doubts expressed above as 
to Sir AValter Layton’s estimates, there are further con- 
siderations to be borne in mind. Tn the first place, he has 
assumed that Ti yvores of interest on the bonces mf lhe paper 
cnrreiuiy and gold standard reserves will continue to be 
credited to central revenues. The receipts under this head 
are, how'vcr, at present more than counterbalanced by the 
losses on sales of silver which are still being debited to a 
remittance head. In fact the propriety of treating the pre- 
seitit receipts as normal revenue may well be regarded as 
doubtful, and we feel definitely that it Would be improper to 
treat it as a source which could be drawn upon in order to 
surrender central revenues ts the province?. The difficulty 
will become more clearly apparent when a reserve bank comes 
into existence. Under clansg, 46 of the reserve bank bill of 
1927 the central Government was, it is true, to be entitled to a 
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sliare in ihe profits of the bank both during the period when 
it was building up its reserve and afterwards. These profits^ 
however, would be much loss than tlie interest which we now 
take to revenue, and in addition the Government of India 
vrould, under the reserve bank scheme, be left witli the 
responsibility for the disposal of surplus silver,* so that any 
profits might be far more than swallowed up by losses on 
the.^e sales. 

In the second place, we must take into account the pos- 
sible financial results of an adjustment, of ;:e.lat.lQn^. with the 
Indi ai^ States . Large claims are being made on their side 
for'a aoarein our customs revenue and in other directions. 
It is impossible to make any accurate estimate on this 
account. 

Tliivdly, the terms for the separation of .Bmma, if this is 
to be oflVeted, are uncertain, and there is a considerable mai- 
gin of error here especially under thj[Ldefenee-a«d-debt;Jifiads. 
Sii Walter Layton, wo note, assumes that India will levy 
customs duty on Burma produce. 

I‘^infilly the most important consideration of all is 
that to which we have referred ab'oady. Thd' estimated im- 
pr<»vemenl is doj)ondeiit outiri'ly oj» the att iunpicnt of favonr- 
alfia.trtwlO'CtmditioiTS'uud ou the absen'oe, of disturbing factors 
such as war, political unrest, or frontier trouble. We have to 
remember that those constitutional changes are being intro- 
duced at a i)eriod ol‘ extreune w«)r]d depression accentuated 
by the present internal dislnrbanees, and it would be opti- 
mistic to assume that trade for a good many years to come 
will recover snfliciently to give the results anticipated. 

60 . Conditions on which the central Government can 
abandmt surplus revenue. — The conclusion which seems to 
us irresistible is that all these estimates are so liypothetieal 
that it is impossible to envisage anything like a time-table 
for giving up to the provinces sources of central revenues. 
We agree in theory with Sir AValter Ltiylon^s statement that 
it is undesirable that the allofdiou should be capricious or 
that policy should he changed from time to time, and WB 
recognize the importance of provincial Governments being 
able to estimate their financial resources as accurately and 
as early, as possible. But in view of what has been stated 
above, it seems essential to insist that, if we accept in prin- 
ciple the arrangement that the half share in personal in- 
« come-iax and the salt tax should be transferred to the provin- 
ces, the times and amounts of transfer must depend upon thd 
judgment of the centr^ Goveniment. Sir Walter Layton re-' 
co^iizes that in exceptional (^rcumstances the transfer 
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according to time-table may be impossible, but he goes on to 
lay down that in such an event tfio transfer should be a first 
charge on the central Government’s surplus, and that any de- 
lay would be made good in subsequent years. This formula 
seems ic us to require qualification, if only for the reason that 
a surplus of one year may not be a recurring surjilus, and 
that it must rest >vith the central Government to decide when 
any surplus shown in -tlie budget is evidence of a reliable 
^rgin of receipts over expenditure, sufficient to justify the 
permanent sacrifice of prospective revenue. Sir Walter 
Ijaytou’s formula is also too rigid as, if interpreted strictly, 
it might be hold to nieati that the central Government was not 
at liberty to varj' its scale of taxation (especially customs) 
in a downward direction, a discretion wdiich in the interests 
(»f the counlvy as a whole ought to remain with the central* 
Ooveimmeni. 

Tn sh<»rt, we envisage sitnsuion not different in esseh- 
tials from that under the .\le.stou settlement under winch, 
Avhile the j)ro]')ortions in which tin* various provinces were to 
shai (> in the remission of conlriltnlions were laid down by rule, 
tjjo dales and amounts <*f muissiou were left to Iho discre- 
tion of the central (foverumeni. This conclusion, however, 
does not mean that the ortler in vhieh central revenues should 
be surrendered should not he dehnitoly prescribed. To this 
point wc shall return in <lealing willi tin* application of the 
scheme to the provinces. 

61. Necessity for allowing sufficient elasticity to reve- 
nues of central Government. — ^Therc is another question 
w’hich is equally important. Does Sir Walter Layton’s 
scheme allow sufficient elasticity to the revenues of the central 
Governmejil to enable it in all circumstances to discharge 
its responsibilities, remembering that those responsibilities 
include defence, the debt, the credit and the foreign i*elationa 
of India ? On this point we confess that we have felt mis- 
givings. Our customs duties are already high, nor is there 
much margin loft for increase in taxation under income-tax 
or stamps, or in the receipts from the commercial services 
such as raihvays. Once salt has boon transferred to the list 
of national excises, the margin of elasticity in case of need 
may become dangerously restricted. This leads us to con- 
sider the desirability for troiiting the salt tax in a special 
way ; for it is the best suited of all for an emergency tax, and 
this has alw'-ays been an argument for keeping its incidence 
low in normal times, so as to retain the possibility of its in- 
crease a.s a reinforcement to revenue in an emergency, l^or 
these reasons, while we do not oppose the recommendation 
that the proceeds of the tax at its present rate should be 
transferred to the provinces when the central Government fg 
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in a position to do this from its assured surplus, we consider 
that no further increase in the rate should be pe^inissible as a 
source of provincial revenues. The margin fot 
increase should be regarded as a potential emergency reserve 
for the central Government. In Addition to this, we accept 
the recommendation* of the Indian Statutory Commission 
on the subject of surcharges by the ceniral Oo^eni- 
ment on any taxeif included in the scheldulo of the provincial 
fund. J)i tiie absence of these provisions the central Govern-^ 
ment would be reduced to dependence practically upon cus- 
toms, an<l as we have already explained, it wdUhl appear as 
if the prospects of substantial improvement thei*e are reduced 
to the single chance of an increase in the motor trade. We 
further consider that the constitution should retain the pro- 
visj(ii'. which now exists in Devolution rule 19, under which 
in cases of emergency the central Government may require 
contributions to be paid to it by the provinces, with tlrte 
sanction of and subject to conditions approved by the Secre- 
tarv of State. 

62. Application of l^e scheme to the provinces — examina- 
tion of some of the proposed new sources of provincial 
revenues . — 'We now turn to the application of tlie scheme 
to the provinces. There has not been ti^e for a complete 
examination of all the points which arise In connection with 
the proposed new sources of provincial revenues, the decision 
regarding vdiich will in any case mainly rest with the re- 
presentatives of the provinces. We must, however, call 
attention to certain important points w’hich have emerged in 
the course of our- examination and oiir discusvsions with local 
Governments. In the first place, Sir Walb.u’ Layton pro- 
poses that the customs duty on foreign liquor should be 
reduced to 30 per cent, and that the provinces should be given 
the right of imposing further duties on foreign liquor in the 
form of excises. As a counterbalancing adjustment, the 
central Government should take the revenue from commer 
cial stamps. We have no objection to this proposal in 
principle,, but a careful scrutiny has suggested that the 
method proposed for dealing with foreign liquor may involve 
administrative difficulties not fully realized hitherto. This 
question requires further examination, which we are nnder- 
toking in consultation with the provincial Govornra^ts, 
before we should beiable to determine the exact form in which 
this adjustment conld be made. Incidentally we ^onld 
obsen'e that, although the total amount of the present yield 
fi’oin %nunercial stfpnps is roughly equal to the total amomit 
which would he surrendered to . the provinces under Sir 
Walter Layton’s proposals, the revenues of in^vidual 
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provinces would be affected in varying decrees, and some pro- 
vinces have gone so far as to ask for a preliminary adjustment 
on this account. 

As regards the proposed surrender by the central Gov- 
ernment of one-half of the income-tax on personal incomes, 
we have already indicated that we accept this proposal in 
principle. Sir Walter Layton has stated that the amoimt 
involved is in the neighbourhood of 9 crores, half of which 
would give the provinces 4^ crores. He estimates lurtlier- 
that at the end^f ten years this allocation would probably 
groAv to G crores. Both these estimates seem to us to bp 
optimistic. On the latest figures available, for the yeair 
1928-29, readjusted at the new rates of taxation introduced in 
the last budget, we calculate that the personal income-tax 
collected in, the provinces was approximately 7 crores, and 
the allocation to the individual provinces of one-half of the 
tax would be roughly as follow^ : — . 

<1 » i f Lakhs. 

M.ta, .. 50.8 

• Bombay . . . . • • . 90.67 

Bengal . . . . • • 96.08 

United Provinces^ . . . . 32.68 

Punjab. . . . . . . 30.75 

Bihar and Orissa . . . . 23,66 

. Central Provinces . . . . 16.71 


Assam 


350.32 


A point, however, which has to be borne in mind is that the 
figures shown in the above list would not represent a net 
gain to the provinces, for under Devolution rule 15 a certain 
share alro.'idy accrues to them, and we must presume that it 
was inteJided that this provision should merge in the new 
proposals. It will be remembered that under that rule the 
provinces are entitled to receive a share (at three pies in the 
rupee) of the tax upon new incomes brought under assess- 
ii^ent in any year as compared with the basic year 1920-21. 
(Hie object of this rule was to give to the provinces some 
share in what was expected to be a growing hea,d of taxation, 
and it was anticipated that the industrial provinces in parti- 
cular would benefit from this provision. ^ In actual practice 
the rule has operated very differently from. '^e intention'iand, 
owing to the full assessments in the main industrial centr^ 
in the Basic year, the benefit has acoraed mainly to the nott- 
industrial, provinces. The snms which the provinces . have 
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obtained under T)fivoTi^^.i 9 |y rule 15.jBine e 1921-22 are given m ; 
an appendix*. The latest 1ig^5es avallabtert fof 
whi''h we (piote below, are ^iifficient to illustrate the uh- 
expeotcdnes's of the results 


Madras 

■ l.y 


Lakhs. 

5.46 

Bombay 

. . 


mi. 

Bengal 

. . 

. . 

NU. 

United Provinces 

• • 

• • 

. . 0.77 

Punjab 

. . 

. . 

4.04 

Burma 

. . 

. . 

. . 12.22 

Bihar and Orissa 

, , 

. . 

4.74 

Central Provinces 

. . 

. , 

2.23 

Assam 


, , 

6.63 


It will be seen from the above table that, if the increase al- 
ready accruing under Devolution rule 15 has to be surrender- 
ed l>y the provinces, as a preliminary to the surrender by the 
cejitval Government of half the share on personal incomes, 
the effect of the latter surrender would be considerably modi- 
Hod. The case of Assam is an extreme one, for that province 
would on balance only gain 2.34 lakhs. We have not finally 
considered how this situation can best be dealt with, but we 
would express a provisional view that here, as also 1ft the 
exchange between liquor and stamp duties referrfed to above, 
some sort of preliminary adjustment will be necessai'y. 

We accept the proposal that provinces shoiild be per- 
mitted to levy a surcharge amounting to one-quarter of the 
tax on personal incomes. The proceeds of this tax, should 
they elect to impose it and should conditions admit of it being 
imposed at the full rate, may be taken as approximately 
equkvajent to half the amounts mentioned in the table on 
’'the ijreceding page. 

The proposal to remove the exemption from income-tax 
on agricultural incomes raises a most controversial issuoj tm 
which opinion in the ceftntiy will run high. However indis- 
p\itable may be the lo^c of Sir Walter Layton’s arguments, 
wo must face the reality that this j^mpHoii has the sanc- 
tion of long tradition and that d^lings in land have always 
^en conducted on jthe assipnption that it would remain. 
The opinions cf loc^ .Governments, with few, exceptions, are 
definitely opposed to it and for practi^ pnrposes we regard 
its imposition as unlikely in the near future. We have some 
sympathy with tlie view expres^d by more than one province 
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tiiat it is a form of taxation which should only be impos^ 
%, a representative and responsible government, and this in 
fact means that it should not be imposed upon a province on 
the vote of the central legislature, but that the representetive 
legislature in each province must be free to decide for itselft 

The objections to the widespread introduction of a system 
of terminal taxes are more fully dealt with in an appendix*. 
If imposed on the scale suggested by Sir Walter Layton, it 
would bo a serious burden on trade. A terminal tax designed 
to bring in 8 crores of rupees a year represents a surcha^O 
railway freights of about 15 per cent., and the suggestion 
to im})ose such a tax is hardly •consistent with Sir Walter 
Layton’s strongly expressed view as to the urgent need for 
reducing freight charges. Moreover, apart from this broad 
consideration, there are certain practical diflicnltiefi in the 
way of tha imposition of a general tax of this nature which 
are not mentioned in Sir Walter Layton’s report. Octroi 
duties and terminal taxes are already used in some iirovinces 
as a source of municipal and local taxation. It would hardly 
be po.ssibl(. to allow this form of taxation to be used by 
muuicipSl authotities at the same time as it was introduced 
mi a universal provincial basis as proposed by Sir Walter" 
Layton. On the other hand, the right to contiii^e to levy 
the lax could not bo withdrawn from the municipalities where 
it i'* now in force, while we foresee difficulties in the way of 
ail further extension of such a method of taxation 
municipalities. Tii this connection we have to take 

actual needs of the various provinces into account. In 
for example, a province whose revenue is very 
restricted and whose opportunities for impriiving its position 
from lUcorae-tax, etc., are under the present proposals for 
special reasons much less favourable than those of other 
provinces, we think that — particularly in connection with 
the tea garden traffic— there may be a special justification 
for some sort of terminal tax. Again, in Bihar and Oiissa,, 
a province which has hitherto had no municipalities levying' 
this tax, there will probably be a strong demand for its in- 
troduction in this form. Without going into further details, 
W'e may state our provisional conclusion as follows. Whilo 
we hold strongly that the econoruic disadvantages of such a 
tax are sufficient to condemn its introduction as a general 
provincial tax, wo think that for purposes of local taxation 
there may bo occasions when it w'ill be the best available 
method, if used for special purposes and to a properly limited 
extent. If, howeypr, the continued use of such a tax for local 
purposes is permftted^ it will be essential to reseiwe to thw 
central Government definite powers of control in orcler, to 
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gafcguurd sources of central revenue, and to prevent jJie im* 
position of discriminatory taxation which may involve 
breaches oi international treaties or agreements. 

We have already taken up the examination of the 
machinery for dealing with the proposed tdxes on tobacco 
and matches in correspondence with provincial Government* 
BoUi pros * ‘111 special difficulties, and the tax on matches in 
particular can hardly be imposed on a substantial scale 
without co-operation on the part of the Indian States. Our 
enquiries on both subjects are still incomplete and any view 
which we now take is necessarily provisional. We hope 
that some effective arrangements can be devised, but we 
believe that it will not be desirable to impose tdb high a rate 
at lirsl on matches, and that the full yield from the tax will 
only be obtained gradually. We regard Sir Walter Layton’s 
estimate of 5 ciores from the taxation of tobacco as too high, 
and on present information we doubt whether even half that 
amount is likely to be realized. 


63. Increased resources of the provincial Governments 
on Sir Walter Layton’s and our estimates. — These preli>* 
minary remarks have been necessary in order to enable ns 
to approach the matter from a practical point of view. If 
Sir Walter Layton’s assumptions were all accepted, that 
is, if wthin ten years the central Government w(*ro able to 
surrender half the tax on personal incomes and the salt 
tax, and if the })ro\:jncial Governments were to get the benefit 
of all the new taxes, tobacco, matches, terminal tax and in- 
«ome-tax on agricultural incomes, and were to impose the 
surchai'ge on personal incomes, and if his estimate of the 
yield oi' the various taxes wcie realized, ve should got 
approximately some such result as the following : — n 



Province, 


Bihar and Orissa 
Bengal 

United Provinces 


Actual mt roace of Percentage 
revenue in lakhs increase, 
of rupees. 

4,24 .77 

7,70 69 

6,09 52 


Assam 

Central Provinces 
Madras 


1,26 


3,20 


0,24 

$8 


4,76 
3, 




32 


Bombav 
Punjab 

It must be recognized thtttr|s<^ picture the ahovd 

table represents no mon# a dieimstt, ahd perhapa even 
totally unattainable, ideed. ‘ We have indeed already indicatedi 



oar 'n&w that all that the provinceB are lUceljr, iu the near 
futare, to be able to count upon from new taxation is the aur- 
3 har{j;e on personal income-tax, anxl a very doubtful 3 .or 4 
crores from the taxes on tobacco and noatches, with perhaps a 
terminal tax in a province specially situated such as iLasam. 

. Some other forms of taxation may possibly be added to the 
provincial fund, though we can think of none of a very pro- 
ductive nature. We should also be glad to see as much Ia.ti- 
tude as possible allowed in framing the schedule of provincial 
tu::cs ; but the provinees will have to rely, in the main, upon 
the gradual surrender to them of the ‘central revenues fro^ 
salt and personal income-tax. 

However distant any substantial distribution may be, 
the figures given above illustrate the plan which now holds 
the field, and it is on that plan that we must consider the views 
of tiu various provinces. A glance at the ligiu’is .shows that 
several provinces vail inevitably regard it as unsatisfactory, 
and will claim thal it d(>eH not lake sufficient account of their 
needs. Our task now is to consider both- the final objective 
and the method.s of approach to it, and this means that the 
’^practical iirohleins really betoie us an*, first, whether a 
special enquiry into the needs of diflfereut provinces should 
6e made before the antomatft; distribution begins, and second 
I ie what order should the surrender of resources .lake place. 

b’4. An enquiry on the basis of needs. — As regards the 
first of these problems, the (iovt'i nment of Bombay have felt 
themselves compelled to apply for a 'preliminary adjustment 
to meet their outstanding needs hoforo the application of the 
automatic principle begin»<. They suggest that needs can 
only he determined by obligat(>r\ exi)onditure on essential 
«or\ice.''. Their request Avould therefore involve the appoint- 
ment of a .special committee to investigate the needs of the 
different provinces and to form a judgment upon the present 
rate of expenditure iu Bombay upon essential services as 
compared with that of other provinces. The Oovenimeut of 
Bihar and Orissa also consider that a preliminary adjust- ^ 
ment should he made with the object of correcting existing 
maladjustments before the automatic principle is applied. 

. They point out that, unlike other provinces, they obtained 
no relief l)y the Remission of contributions inulcr the jjresent 
constitution, since no contribution was imposed upon them, 
an^ feat, with their existing deficit of 35 lakhs and the heavier 
ejroenditure- foreshadowed under the new constitution, there 
' wifl<i»o hd margin for the province to develop, having regard 
tp the fact that the estimates the Layton scheme can 
.hardly be expected to malerial^^v The considered views of 
' the Bengal ^vemm^t ai'c n^^^et before us, but ure hqv^ 
iDttderatood from their representative (who with the rej^ 
lentativea o4>other pro’vinces met us recently in conference)*' 
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that the Bengal Government also would be likely to press 
* strongly for a preliminary adjustment* before the iutroduetion 
of the automatic principle. Other proviboes, though they are 
prepared to accept the Layton scheme, woidd no doubt advance 
similar claims if a committee to enquire into needs were 
appointed. Some of them might argue thiit in their case 
expenditure on essential services had been reduced of 
deferred through enforced economy in the past. 

While we have considered it our duty thus to bring pro- 
minently to notice the views of tliose Governments which 
have asked for a special enquiry, our own view at present is 
that the aj.tpoiutment of a committee to examine the posi- 
tion of IJie provinces on the basis of needs would be likely to 
intensify piovincial rivalries and to create general dissatis- 
faction. For the conclusion is unavoidable that the demands 
of the various provinces are incompatible, and that no deci- 
sion could be reached which would be accepted by all pro- 
vinces as fair. On balance, therefore, our present view is 
that wc must definitely'^ rixlo out the idea of any general ad- 
justment as between tlic provinces on the basis of ‘ needs ’ ; 
for we do not see how any tribunal could pronounce judj^- 
nient on a matter so controversial and so much a matter of 
opinion in a. form which we could reasonably expect all pro- 
vinces to accept. 

65. Preliminary adjustments may have to be consi- 
dered. — While, however, we feel forced to the conclusion 
stated in the preceding paragraxjh, we do not go so far as to 
say that no sort of preliminary' adjustment should be made. 
Wo have indeed been impressed in the course of our examina- 
tion by tile serious injustice which may be caused in the 
initial stage to certain provinces by the re-arraiigement of 
centrfd and provincial sources of revenue involved in the 
Ijayton scheme. We have already referred to the operation of 
Devolution rule 15, the abandonment of which would involve 
an initial loss in respect of income-tax for several provinces, 
which could only be recouped later by the , transfer of re- 
sources from the central Government, the date of which is 
nucertain. Assam, for instance, stands to lose at once nearly 
7 lakhs from a source of revenue which had been steadily 
growing, whereas their share of personal income-tax, oven if 
the central Government were in a position to sutrender at 
onco the full amount under this head, would not he more than 
9 lakhs. Similarly the exchange between foreign liquor 
commercial stamps, though these heads approximately balance 
so far as the central Government is concerned, will affect 
provincial finances uneyenly. No figures are at present 
. it vrall fake time to collect them, but one pro- 

■'vfnc^,1ia8 estimated ite lc«38 from the transfer .’at 13i ,lakhk 



The provincialization of accounts will involve a new burdM 
on the provinces whi^ has hitherto been borne by the centr^, 
Governraont, while some provinces might benefit from th* 
transfer of ^gh Court expenses less High Court fees. When 
the exact effect on individual provinces of these varioua 
transfers has been examined more thoroughly than has up 
to this moment been possible, consideration must be given to 
the question whether these special grounds .iustif;,' some pr^ 
liininary adjustments. Wo reserve our judgment dii this 
point. 

66. The order of surrender of central revenues. — is 
necessary first to explain how the various provinces will be 
affected by the order of surrender of the two taxes in question, 
personal income-tax and salt. We have already indicated 
the proportion in which tlie pi'f)vinc^ would share the pro- 
ceeds of the personal iucoinc-tax when surrendered. The 
industrial provinces of Bengal and Bombay and in a lessef 
degree Madras would obtain the principal, benefit. The dis- 
tribution of the salt tax on the basis of populatio)i (taking, 
as. seems reasonable, a net figure of 6 crores at the time 
when the transfer is completed) would give the following 
results : — 
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Madras 

1,10 

6.7 

Bombay 

50 

3.5 

Bengal 

1,24 

11.2 

United Provinces 

1,17 

9.9 

Punjab 

55 

5.1 

oihar and Orissa 

90 

16.3 

Central Provinces 

37 

7.7 

Assam 

17 

6.6 


It is, however, conceivable that the decision might be to tra^ 
fer not tbc.whole but a portion of one tax, and then a portion 
of the other. The result can be judged best by giving the 
proportions in which each province would share in the first 
crore of each tax surrendered : — 
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Madras 

14.5 

18.5 

Bombay 

25.9 

8.3 

Bengal 

27.4 

20.7 

United provinces 

9.3 

19.5 

Punjab 

8.8 

9.2 

Bihar and Orissa 

6.8 


Central Provinces 

4.8 

m 

Assam 

*. 2,5 
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Bengul and Madras come out fairly well in either event, and 
there is no serious difference in the case of the Pujiyab, 
Assam and the Central Provinces, though all would fare 
slightly better if salt were given the preference. The prin- 
cipal result of preferring iucomo-lax to salt would be a very 
substanlial gain to Bombay and an appreciable gain to BoJigal, 
to the disadvantage mainly of the United Provinces and 
Bihar. 

Sir Walter Layton has definitely recommended that the 
urgent needs of the industrial provinces should be recognized 
at least to the extent of arranging that the transfer of in- 
come-tax receipts should be begun as early as possible. It 
is true that the industrial provinces will also gain most from 
the surcharge on personal income-tax if they decide, and are 
able, to impose it, but we suggest that as fair a solution as 
any would be if the suitender of the first 2 crores of revenue 
.were in the form of pex’sonal income-tax and that thereafter 
the surrender of revenue should be from both taxes in equal 
amounts. Wc recognize, as pointed out by the Government 
of Bihar and Orissa, that there would be definite politi^l 
advantages in making a beginning with the provin- 
cialization of the salt tax at an early date. ^ Tn fur- 
ther support of the form of recommendation that 
we have thus tentatively made, W(‘ would point out 
that for practical reasons it is likely to be necessary to 
undertake the transfer of these taxes step by step. The 
central Government will have to proceed tentatively in the 
abandonment of its revenues, and it is hardly possible that it 
Mull at any momc'nt bo in a. position to hand over in a single 
(ransaction the whole })roceeds of either of these taxes. 

67. Procedure applicable to the provincial fund.— Wo 

accept the pi’opoaals* of the Indian Statutnry Commissiori re- 
garding the procedure applicable to the provincial fund." 
Some modification in detail will be required if the Commis- 
sion’s proposals regarding the constitution of the Federal 
i^embly are revised, but the principles could be applied 
mutatis mutandis to the alternative arrangement which we 
have suggested for a separate inter-provincial finance coun- 
cil. Several of the provincial Governments have expressed 
doubts whether it should be open to a minority of the inter- 
provincial council of finance members to bring proposals for 
taxation Jbefore the Assembly. On the whole however we 
consider that, if not less than three of the pro-nnees desire 
that proposals for taxation should be placed before the As- 
sembly, it i.s fair that they should have an opportunity of 
presenting their case and of securing, if they can, a majority 
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in the Assembly. It has_ also been suggested to us that in 
•view of the many uncertain factors and hypothetical assump- 
tions involved in the suggested financial arrangements, which 
may result in the settlement working out very differently 
from what is now anticipated, provision should be made for 
a review of the settlement after 5 or 10 years. We have con- 
sidered this suggestion, but we are of opinion that such an 
anaugement would be disturbing, and might even lead pro- 
vinces into a policy of extravagance with the object of estal^ 
libbing claims for special treatment in the light of their actual 
commitments at the time of revision. 

We reconunend that the settlement should be embodied in 
statutory rules so that alteration of it would be possible with- 
out an amendment of the constitution. 

We call attention to th(> i*ecouimeiulation of the Bombay 
(lovernment,* with which we agree, that legiblation imposing 
provincial fund taxation should not be voted evciy j^ear, but 
only when the inter-provincial council of fiuanee members 
makes proi)osals for a change. 

68. Borrowing powers. — In an earlier paragraph we 
stiJited that we accepted the position that the control by the 
' Government of India over the provinces in the sphere of 
finance should be eoutined to the control of borrowing. It is 
desirable to consider moie fully the details of the Indian 
Statutory Clommissiou’s proposals on this subject. 

As regards the powers of provincial Uovenimeuts to r.^use 
loans, the j)ro))osals in their re])ort make little change in the 
existing position which i.s governed by rub' 3 (1) of the Local 
Government ( Borrow i)ig) rules (regulating borrowing in the 
open market) and by I)e\olutioii inle 2.") (regulating advances 
by the (government of India to local Governments). In actual 
practice the tenns on wdiich advances can ordinarily bo given 
have been codified in the rules governing the provincial loans 
fund, Avhich have received the ajjproval of the Secretary of 
State in Council, and have therefore to sou'C extent linaited th& 
fuller powers which the (lovimunen of India enjoyed under 
Devolution rule 25. 

The proposals of Sir Walter Layton may be summarized 
as follows : — 

(а) The loans raised hy^ provincial Governments 

should be subject to standard regulations and 
their raising should be co-ordinated. 

(б) To this end a council of pro'vincial finance 

ministers should be instituted, over which the 
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Finatice Member of the Government of Indfft 
should preside. Its tasks* should be ‘to 
establish a borrowinpr programme, to lay down 
the standard regulations, and to arrange, ternii 
with the Government of India It should; 
however, be advisory onlj’’ for the present, and 
the real power should vest in the central Gov- 
ernment. On the other hand, it is contemplat- 
ed that the latter should not act without con- 
sulting the council, since it is specifically stated 
that consultation should invariably be made 
before special sanction is refused to a loan, even 
where such sanction is definitely required by 
the regulations. 

(c) vVs responsible government in India develops, the 
council may cease to be a mere advisory body 
and may acquire real power. 

The Coramissionf apparently accept these proposals gene- 
rally. They suggest further that the powers statutorily re- 
tained by the central Government should take the. shape of a 
perfectly general control, but that this control shoidd not lie 
used to dictate the purposes for which loans should be raised.^ 
If a declared purpose is within the scope of the regulations,' 
the grant or refusal of sanction should be dependent primarily 
on considerations of the monetary and credit sitnatiou. Ap- 
proval should, however, not ordinarily he given to a loan in- 
tended to meet a deficit ; and if it is to be given, the loan should 
pay a discriminatory rate of interest. 

Subject to a qualification and a reservation explained at 
the end of this paragraph, we arc prepared to {’ecept these 
proposals as a provisional arrangement, though we must 
emphasize timi the Avoids ‘ credit situation ’ used 'ibove re- 
quire further definition. The considerations which are to 
govern any decision should include, not only the general 
credit situation of the Government of India, having regard 
to its own position and the rates for money prevailing in the 
world at the time, but also the particular credit situation of 
the province which is seeking a loan. For this purpose 
account would have to be . taken of the general financial 
policy and position of the province concerned. “While 
accepting the proposals as a provisional arrangement, we 
feel hound to express doubts as to its advisability as a perma- 
ment plan, if it is to develop to a point where the inter-pro- 
vinoial council ceases to' be merely advisory and acquiree 
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fictnai powers of decision. Several of the provincial Oov- 
ernments have expressed opposition to the idea that thdtr 
borrowing programme should be controlled by a council con- 
sisting of representatives of other provinces who are their 
potential cx)mpetitors for a share in the limited amount of 
loan money available. They do not rule out the possibility 
tliat it may be to their advantage !<• abandon permanently 
their ijniividnal liberty of borrowing on Ihelr ov. ii credit, for 
the sal«> of arriving at a co-ordinated plan of borrowing 
for the Avliole of India, and in order to obtain the advantage 
of borrowing with the credit of the Government of India. 
But they do not consider that in that case a body composed 
of political representatives of all the provinces w'onld pro- 
vide a suitable arbitral tribunal. They eontemplate rather 
something ii; tlic naluve of an all-Jndia hoanl of loan 
comnjissioneVs, on which the expert element would be strong- 
ly represented. It has indeed always been our vdew that 
tlio adiJiinistration of the pi'ovincial loans fund should 
evonlually be entjusted to such a Imrd. ()n the other hand, 
■we feel that it is premature at tliis stage to settle any 
arrangements which should govern the position for all time. 
Whik* j'l'cogniy.iii'; tlu* advaiitage of a co-ordinated plan of 
horro'wing, Ave see serious dt.sadvantiiges in creating condir 
tions, in which the individual i>rovinees need not consider 
their own credit with the world hut can always rely on the 
support and protection of the central Government. The 
snve.st way to bring home to ajiy Government tlie necessity 
for following canons of sound financial administration is 
that they should lie faced, Avh.cn thcA' disregai'd those canons, 
with the absolute impossibility of re.ising funds, even on loan. 
This necessity Avill Ix' borne i)i upon liiem if they' have 
themselves to deal Avilli tin' outsitle money' market, Avhereas 
if it is irnuxly n matter beiween the provincial Go\'erument 
and the central Government, the realities may he obscured 
and political influences will play' a part. SiDcaking general- 
ly, we think that the future course must be decided in the 
Ught of actual experience. Poi‘ the present the provincial 
GoA'crnments are all pref)ared to ooidinuc Avhat is in sub- 
stance the cxislin.g avrangoment. and to place themselves in 
the hands of the central Govoj-nment. It is our view also 
that this arrangement should be retained for the .present. 
We have to make one further observation in conclusion. 
The obieotions expressed by the proArincial Governiments to 
having their individual loan operations controlled by a 
council of proAuncial representatives have led them in certain 
oases to ask that the functions even of an advisory coundl 
ahould be strictly limited. They fear that even if . such a 
cotineil is merely advisory, if it is formally constitqled, H 



70 


^vill be difficult for the central Government to reject its ad- 
vice. They would prefer it to be definitely understood that 
ihe power of decision remains with the central Government 
and that the central Government will do no more than sum- 
mon a meeting of provincial representatives so that the 
general progranune may be jointly discussed ; such discus- 
sion being of an informal nature and not intended to lead up 
to anything in the nature of definite resolutions by the coun- 
cil. On the whole, we may express agreement with this 
view. 

We must also make one further reservation. It would 
seem essential to give the Government of India power to act 
■vwthout consulting provincial representatives if an applica- 
tion for a loan is made in an unexpected emergency. It is 
consistent with onr preceding observations that we do not 
consider it to be necessary or desiiable to provide by statu- 
tory rules for the establishment of a council. The neces- 
sary provisions could be inserted in tlie standard regulations 
themselves, which would take the ])laco of the rules now sanc- 
tioned by the Secretary of State. Minor points of detail 
could be thrashed out when the provincial representatives 
met to frame regulations. 

69. Provincial balances. — The Imlian Statutory Gom- 
mission have concurred in Sir Walter Layton’s recommen- 
dation that provincial balances should not for Ihe present be 
separated, and that any change in the present arrangements 
might he Y)ostponed until a central hank is cro:\1ed, which 
Vonld presumably take over the banking I'.tisiness of the pro- 
vincial and central Governments. We have ascertained that 
there^ is no desire on the part of provincial Governments for 
any imiflediate change in the present arrangements, and we 
support the Commission’s recommendation. We have, how- 
ever, to contemplate the possibility that an autonomous pro- 
vincial Government may desire at some time in the future to 
maintain its own balances, and following the general principle 
adopted by the Commission a development in this directioai 
should be allowed for.. We therefore recommend that if, 
after the ne\v regime has been started, any provincial Gov- 
ernment desires to maintain separate balances, the Govern- 
ment of India should he prepared to agree, subject to suit- 
able arrangements as to details. A scheme for the separa- 
tion of balances^ was drawn up in 1924, and it may be said 
that the separation conld he effected without any serious ad- 
ministrative difficulty. 

In this cbnnection the Commission have made a further 
recommendation that the Government of India should per- 
form the service of banker for the nrovincial Goveniments 
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on a commercial basis, and should not attempt to make undue 
profits out of the business. We accept this in prindple vdth- 
out committing ourselves at present to the amount of profit 
which would be reasonable or the form in which this profit 
would accrue, e.g., services rendered at 'treasuries or interest 
on minimum balances to be kept by the provincial Govern- 
ments. 

7(*. Accounts and audit. — Sir Walter Layton’s recom- 
mendation in regard to provincial accounts and to the status 
and functions of the Auditor General are endorsed* by the 
Indian Statutory Commission. We accept the Commission’s 
recommendations. It is not unlikely that some of the provin- 
cial Governments will at first desire to employ the central 
Government as their agent to keep their accounts and super- 
vise their {<Ccounting staff, but we agree with Sir Walter 
Ijayton that wdiatever arrangement is adopted, the accounting 
staff should be entirely separate, so that the accounts may be 
audited by an officer holding an independent position. The 
various technical problems arising in this connection have 
been examined, and, although complicated, do not give rise to 
any insuperable difficulty. The (piestion of the future of the 
Indian Audil and Accounts Service is among the most im- 
portant. The danger to avoid is that of ha^dng a number of 
small distinct cadres, none of which would be sufficiently large 
to offer a career tf« attraci and keep good men. At first at 
any rate the provinces will probably find it necessary to em- 
ploy Tueii seconded from the central service for the higher 
posts, and the full organization will be for administrative ex- 
perience to decide. 

71. 6nmts-in-aid. — ^We agree with the view e3g)ressedf 
by the Indian Statutory Commission that the rigid system 
now in force, under which it has been held that it is not per- 
missible to incur expenditure from central revenues on pro- 
vincial subjects, should l>e relaxed, and that it should be 
rendered constitutionally possible under suitable restrictions 
to assist provincial obiocts from central funds and vice versa. 
Any such grants-in-aid should be for some specific purpose, 
and the system should not be used for general relief of pro- 
vincial revenues. 

72. Local cesses on land. — ^We have no comment to make 
on Sir Walter Layton’s recommendation f regarding the desist 
ability of removing the limit upon surcharges or cesses oiii- 
land revenue nr rent. This is a matter which is within the 
competence of provincial legislatures. 
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THE CHIEF COMMISSIONERS’ PROVINCES. 

The North-West Frontier Province. 

73. The proposals of the Commission. — The Commission 
devote particular attention to the peculiarly difficult problem 
of the North-West Fi’ontier Province. Their first volume 
contaiiLs an illuminating chapter on its main features. The 
contrast between the government exercised in the five ad- 
ministej-ed ilistriets and in the tribal tracts beyond is authori- 
tatively ileseribod, an<l the chapter ends with a general dis- 
cussion of the natiire of the constitutional problem. The main 
points which the Commission take are, first, that the tiibal 
area must remain under the direct charge of the Govern- 
ment of India ; second, that thb administration of justice and 
the task of pi'omoting and preserving order in the five districts 
is intimately connected with the control of the triljal tracts ; 
third, that if law and order in the five districts were to be 
dealt with in a provincial legislature, and entrusted to a minis- 
ter responsible to such legislature, the necessary co-operation 
would be more difficult to secure ; atid, fourth, that the 
question of law and order, which in other parts of India is 
a domestic and internal matter, in the North-West Frontier 
Province is closely related t(» the subjects of foreign 
policy, and of Iini)erial defence. On the other hand, 
while th<!y comment symi)athetically on the fears of 
the small Hindu community, the OomCtnission hold that the 
denial of reforms to the five districts has given these an un- 
doubted gric'vance. They comment, however, on the absence 
of local experience of the elective principle and draw adverse 
conclusions from the results of the recent experiment in 
elections to the Pc'shawar municipality. 

The ^;ecommendations made by the Cemmission in their 
second volume re/lect the tenour of the vieAVs they express in 
the first. They repeat their previous emphasis on the essen- 
tial need for unified control over the settled districts and over 
the tribal tracts, as the only means by which the security of 
the frontier can be effectively maintained. They accordingly 
suggest that there should be no change in the present arrange- 
ment, by which the Chief Commissioner combines in liis 
person the dual responsibility of administeiang the five 
districts and acting as Agent for the Governor General in 
dealing wdth the tribal area. They propose to meet the politi- 
cal aspirations of the province by creating a local legislature 
containing indirectly elected representatives, with powers 
of taxation and of voting expenditure ; but *“ executive 
responsibility should, as at present, rest with the Chief Com- 
missioner ”. 
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74. The proposals of the Indian Central Committee. — ^The 
recommendation made in the majority report of the Indian 
Central Committee was that reforms should be introduced 
into the North-West Frontier Province on the lines of the 
Morley-Minto reforms ; and that after a constitution of that 
type had been in operation for ten years, the question should 
be further examined with a view to seeing what advance 
could then be made. 

75. The need for constitutional advance. — As we shall pre- 
sently indicate, we see strong r<‘asons for giving the North- 
West h'rontier l^rovinco a fonn of government somewhat more 
liberal than proposed eithei- bv the Commission or by the 
Indian Central Committee. Put the first point which we 
desire to eniphasize is that the (^’ornmission themseJves appre- 
ciate the now urgent need for <*onstitulional advance in that 
province. need is also recogpizod by the Indian Central 
Committee. This is an important variation from the position 
which obtained in 1919 when the authors of the Joint Keport 
recommended* that, for reasons of strategy, the province must 
remain entirely in the hands of the G-overnment of India, a 
recommendation which has since continued to govern its 
constitutional status. And, tJiough the problem of introduc- 
ing reforms has becji much agitated for some years past, and 
was examined by the (.'oimnittee over which Sir Denys Bray 
presided in 1922, no change in the administration has yet been 
made. Tlie province was Kei)araied from the Punjab in 
1901, and still retains the form of government which it was 
then given. The last thirty years have seen groat changes in 
the province, and this is a position which we think can no 
longer he maintained. Tlie need for some advance is admit- 
ted ; the questions now at issue are its degree, and the form 
wbich the new constitution should take. 

'fhe Commission seem to have been greatly inlluenced 
by their belief that local comlitions y)revent any resort to 
methods of tlirect election. For our part we arc iiieliiied to 
the view that the conclusions ^\hich the Commission drew 
from the first results of a single experiment in municipal' 
elections may have been nnduiy pessimistic, and, if direct 
elections to the legislature be found practicable, we would 
consider it dillicult, on general grounds, to refuse to the 
ftontier province somewhat more generous treatment than 
the Commission recommend. The five districts of the North- 
West Frontier Province are not behind the adjoining districts 
of the Kawalpindi and Multan divisions of the Punjab in 
point of intelligence and capacity. In these Punjab districts 
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the method of direct election to district boards and municipal 
committees was still unknown when the reforms of 1919 were 
introduced. Nevertheless, they have participated with 
success in the dyarchical constitution of the province. The 
people of the North-West Frontier Province may well claim- 
that the absence of direct representation for local purposes 
should no more obstruct the introduction of representative 
government in their province now than it did in the Pupjab 
in 1919. In fact the Chief Commissioner has now <locided 
to introduce direct representation for the constitution of local 
bodies. . 

Thei'c arc, however, other reasons of great practical 
moment for carrying reform beyond the point reached by the 
Commission. Their proposals concede a ]egislati\;c council, 
but deny an\’ popular share, in the executive. In cHoci the 
Commission, equally with the Indian Central Committee, 
would leave the North-West Frontier Province, with some 
variation, very much at the stage which other provincoa 
reached with the introduction of the Morley-Minto reforms 
in 1909. TJierc would be in the executive no element of 
responsibility to the legislature. The undertaking of His 
Majesty’s Government set out in the announcement of the 
20th August 1917 would still remain unexpressed in G’.e 
constitution of the North-West Frontier Province at a time 
when the other j)rovi?icos are rapidly moving forward to 
responsibie government. We fully recognize the particular 
conditions of the .Noi-th-West Frontier Province so well 
described in the report, aiid do not overlook the weighty 
considerations whicli influenced the Commission in favour of 
a strictly cautious advance. At the same time tho realities 
of the situation, and we here liave in mind the events of the 
past few months, make it a matter of the first importance 
that the scheme adopted shonld attract a reasonable measure 
of public support ; and, subject to the necessary safeguard, 
that it should not leave the way open for invidious com- 
parisons between the form of government in the North-West 
Frontier Province and that introduced elsewhere. 

76. The choice between three courses. — ^These arc the 
broader considerations which we have before us. Tb^ 
choice of a constitution for the North-West Frontier Province 
seems to lie between three systems : either a Morley-Minto 
constitution, or dyarchy, or a unitary scheme on lines 
approximate to the form of government in other provinc(*s, 
but with provisions appropriate to the particular circum- 
stances of the province. The first represmits roughly the choice 
made by the Commission and by the majority of the Indian 
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Uentrai Committee. For the reasons which wo have just 
given, we consider that it would not satisfy the political 
aspirations of the province, and would thus suffer from the 
fatal impediment that it would enlist no popular co-operation* 
Arguments based on the Commission’s contention that the 
province* “ forms ihe inevitable terrain for military opera* 
tions ” seem to us to be susceptible of implications other than 
those which the Commission draw. A discontented frontier 
province would be a serious threat in the rear of any army 
operating in the defence of India. We would be reluctant 
therefore to adopt a foi-m of constitution for the Morth-West 
Jb’rontier Province which would fall so far short of provincial 
expectations. Incidentally the suggestion of the Indian 
Central (Committee to fix a ten years’ limit to the constitution 
which they propose seems to us more likely to aggravate than 
to assuag*e the objections to their scheme. From the first 
years of the new constitution agitation .would be set on foot 
to replace an admittedly transitional system by something 
more acceptable. 

The second expedient of a dyarcliic constitution on 
the lines of the existing constitution in the Governors’ pro- 
vinces was suggested by two Muslim members of the Indian 
Central Committee, namely Sir Zulflqar Ali Khan and Dr. 
A. Suhrawardy. So far as wo are aware their suggestimi 
has received no support in the province ; and, in the absence 
of such support, we agree with the Chief Commissioner that 
there would be very grave disadvantages in now giving the 
North-West Frontier Province a form of govermuojil which 
is being discarded elsowlioro. The general avguraents used 
by the (Jommission in criticism of dyarchy in the Governors’ 
provinces would apply with special foi’ce in the North-West 
Frontier I’rovinco, Avhere irresponsible opposition to the 
reservefl administration would be particularly dangerous. 

There remains the third possibility, namely, a unitary 
scheme approximating to the form of government in other 
provinces, but with adequate power secured to the head of the 
province suitable to the particular local circumstances. 
This is the form of constitution recommended by the Chief 
Commissioner and represents the choice between the three 
courses which we would ourselves make. The scheme which 
,the (’hief Commissioner proposes is set out in an annexurc 
to his letter ; but the matter is of such great importance to 
the peace and contentment of the North-West Frontier Pro- 
vince that we make no apology for ourselves recapitulating 
the features of the Chief Commissioner’s scheme and review- 
ing the lines on which it might be expected to function. 


*Yolame II, para. 120. 



77. The Chief Commissioner’s scheme. — The scheme pre- 
pared by the Chief Commissioner contemplates a legislature 
to consist, as recommended by the Commission, of an elected 
and nominated element in about equal proportions. The 
precise suggestion is that the elective element sliould be given 
a majority of one. ISo far there is agreement with the Com- 
mission, but in place of tlm Commission’s scheme of indirect 
election, tluf intention is to substitute direct election “ if there 
is found to be any strong local feeling in favour of a body of 
elected members wholly chosen by direct election ”. The 
Chief Commissioner does not exclude the i)Osaibility of com- 
bining direct with indirect metliods of election, but, as he 
states, the problem would require to be worked out by a 
special franchise committee possibly local in its composition. 
The size of the council would be determined by the considera- 
tion of what would form convenient conslitueneies, but it is 
anticii)ated that it would comprise a total membership 
elected and nominated of some .30 or 40 members. 
The Hindu aiid 8ikh minorities would be given weightage 
which might be double that to whi(*li they would be 
entitled on a population basis, and would be given a choice 
between various methods of represeutaiion including separate 
electorates, reso'vation of seats, (>r even nomination. The 
official element Avould be limited to six or eight nominated 
seats. 

The Coraini.ssion I’ightly emphasize the need for vesting 
responsibilitv both for the five districts and for the tribal 
tracts in Ihe same executive authority. The Chief Commis- 
sioner’s selieme recognizes this (v'lsential requirement. The 
head of the administration of the North-West Frontier 
Province, to be known under these lu'oposals as the 
Lieutenant -Covornor, would remain the Agent to the 
Oovernor General in Council for the tribal area. But for 
the administration of the five districts it is suggo.sted that 
he should be assisted by twoi ministers, of whom one would 
be an official. 

Tliis^ departure from the recommendations of the Com- 
mission involves other important consequences. Instead of 
remaining a centrally administered area under the direct 
control of the Governor General in Council, it is proposed 
to devolve authority on the provincial administration with 
a classification of subjects into central and provincial, follow- 
ing broadly the lines of the classification in other par.vinces. 
But there would be exceptions in the case of certain uabjeets 
peculiar to the North-West Frontier administration, which 
would be classified as central subjects and dealt with on the 
existing basis. The Chief Commissioner has enumerated some 
of these, for instance, the fronCier constabulary and sco.ute, 
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frontier remissions and allowances, and strategic roads as, 
illnstratious of matters cldelly relating to the tribal areas 
and to the defence of India, and properly classed as central 
subjects for that reason. He also mentions the extra police 
and other forces necessitated by the geographical position of 
the province. We think it probable that on further examina- 
tion these should be classed as provincial. These, however, 
are matters of detail which need not here detain us. The 
broad point is that in making the dividing line between central 
and provincial subjects, regard would be had to the need 
for classifying as eoutral CA'vtain subjects of all-India 
importance |iecnliar to the present administration of the 
North- We.st Frontier Province, which could not properly be 
entruste<l to the iwovincial legislature. 

Sinmltauoously with the devolution of authority to the 
local adi«iriislration, it would be necessary to give the pro- 
vince a financial settlement. The Fhief Commissioner has 
exijlained that it will be necessary first to reach a figure 
of wliai may be called its normal domestic expenditure. 
Steps have alix'ady been taken to enquire further into 
the classification which he has suggested of various classes of 
provincial exijonditure, but these again are matters of detail 
with whicli wo need not encumber this despatch. The out- 
standing result is that even after heads of expenditure which 
should be classified as central have been separated, the 
revenues locally raised are expected to fall far short of the 
expenditure needed foi' the administration of the subjects, 
which will he classified as provincial. To meet this deficit a 
subvention from central revenues would be required which, in 
agreemc.-tl with llie Commission, we consider would be justi- 
fie<l. The (Ihief Commissioner suggests, and we are disposed 
to accept his suggestion, that the subvention fixed on this 
basis should not be variable from year to year, but should be 
subject to quinquennial review by the Assembly. 

These are the broad outlines of the alternative scheme, 
which with due regard to local conditions the Chief Commis- 
sioner has put forward. In concluding his description of his 
proposals, which he describes as tent^ive only, he suimnarizeg 
the main respects in which they depart from the recommenda- 
tions of the Commission, namely, in the devolution of autho- 
rity to the local Government ; the provision for a financial 
settlement ; the introduction of direct election to the 
legislature ; and the presence in the executive of two minis- 
ters, one official and one non-official. The scheme is put 
forward in the belief that while securing to the Lieutenant- 
Governor adequate controlling authority, it will give the 
province a flexible constitution capable, with the growt^i 
political experience, of development and expansion withovt 
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the necessity of subsequent violent changes or radical 
statutory amendment. 

78. Consideration by the Round Table Conference. — 

We have no doubt that full opportunity will be taken at the 
Bound Table Conference, in consultation with the British 
India delegates, to weigh and to assess the rival merits 
of the three schemes which we have set out, or of any others 
W'hich may be put forward for consideration. Much weight 
will attach to the proposal to which the Commission have 
lent their authority. We recognize the care and the ability 
with which they have considered this most difficult problmn. 
We do not differ from them in their assessment of the factors 
which must he borne in mind, and of which we appreciate 
the bearing. But recent events have thrown fresh light on 
what has become a pressing political problem. We'^o 
not disguise the risks involved. They are set out frankly 
by the Chief Commissioner. But the risk of continued poli- 
tical dissatisfaction in the North-West Frontier Province 
is to our minds the greater menace. We look for a constitu- 
tion which shall be so framed as, on the one hand, to safe- 
guard the peace and security of the frontier, and, on the 
other hand, to recognize the local aspirations with which we 
fully sympathize for a foim of government, containing a 
popular element, for the administration of purely provincial 
subjects. With this objective before us, while we appreciate 
the arguments on which the Commission base Iheir proposals, 
we favour the more liberal scheme which the Chief Commis- 
sioner lias prepared, ajid which be recommends. 

Baluchistan. 

79. The Chief Oonimissioner in Baluchistan aecejds the 
view expressed by the Commission that no present change is 
required in the administration of Baluchistan, where no desire 
for western institutions has yet expressed it.sejf. We also 
are of the same opinion. We agr’ee with the Chief Commis- 
sioner in the importance which he attaches to the Commis- 
sion’s proposal for the representation of the province in the 
central legislature. We have borne this in mind in the 
suggestions which we h&ve made below for the future com- 
position of the Indian legislature. 

Other Areas. 

80. The Delhi Province. — ^In our memorandum to the 
Commission on the subject of the Delhi province, we observed 
that it comprises the seat of the Lnperial Government and 
those areas alone which could not conveniently be severed from 
i|^. .Though the memorandum was descriptive only, we drew 
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upon the precedents of other countries to emphasize our 
direct interest in the general and political condition of our 
own enclave. The Commission’s view that the form of 
government in Delhi cannot be usefully altered is entirelj 
in accord with our own opinion. In our own suggestions for 
the constitution of the Assembly we meet the point taken 
by the Chief Commissioner that there should be two seats, 
oW for a Hindu and one for a Muslim, representative of the 
Delhi province. 

81. Ajmer-Merwara. — Similarly, in agreement with the 
Commission and with the Chief Commissioner, we consider 
that at iiresent no constitutional reform can suitably be 
introduced in Ajmer-Merwara. We agree with the Chief 
CommissioiKJr that the representative of the province m 
the Assembly should as now be elected, and should not, as 
suggested ‘by the Commission, be nominated. It may not, 
however, be possible to meet the view' of the Chief Conimis- 
.sioner that Ajmer-Merwara be given a separate seat not 
.shared w'ith any other province* in the Council of State. Hut, 
as in the case of Coorg, w'e agree that the view's expressed 
by the Chief Commissioner in this matter should not be over- 
looked when the precise composition of the Council of State 
is being considered. 

82. Coorg. — The (.lomniis.sion have expressed the opinion 
that there is no ground for changing existing constitutional 
arrangements in Coorg. The Coorgs themselves appear 
from the Chief Comrais.sioner’s letter to be divided in their 
views on the future status of the province. Some sections 
are reported to favour amalgamation writh a larger unit ; 
others desire to retain the separate existence of the Coorg 
province. We agree with the Chief Commissioner that, 
until local opinion has crystallized, it would be premature 
and unw'ise to take final decisions. We accordingly accept 
tno recommendation of the Commission against any present 
change. 

W^e accept the Commission’s proposal to give Coorg 
one elected seat in the Federal Assembly. We fully appreciate 
the distinctive historical traditions of Coorg as recalled by 
the Chief Commissioner, but we see some difficulty in accept- 
ing his suggestion that this small province should also have 
one seat of its own in the Council of State instead of sharing 
a seat with Baluchistan and Ajmer-Merwara, as recommended 
by the Commission. The views expressed by the Chief Com- 
missioner on this point may however be further considered 
when the arrangements for the composition of the future 
Council of State are being made. 
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83. Machinery for constitutional changes. — Though we 
accept the Commission’s view that the time has, not come for 
constitutional change in any of these four central areas, we 
recognize that their existing systems of administration may in 
course of time come to require modification. We should hope 
therefore that there would be machinery in the constitution to 
enable administi*ative and constitutional changes to be made 
at any time in the fonn of their government. 

BURMA. 

84. Separation recommended by the Commission. — ^In 

their r8])ort the Commi.ssion discuss* at some ioiigth llie future 
of Burma. They describe the nature of its present asso- 
ciation 'vith India, and express two main grounds for their 
belief that the two countries should now be separated. These 
tw'o grounds, which they state us cardinal considerations, are, 
first, the strength of Burman sentiment in favour of separji- 
tion ; and, second, the constitutional difficulty of giving to 
Burma a satisfactory place in any centralized system de- 
signed to advance the realization of responsible government 
in British India. Their examination of these two matters 
leads the Coramissionf “ to the definite conciusion that noth- 
ing but the most overwhelming considerations could justify 
the continued retention of Burma witliin the» Government of 
India”. Having reached this view, they next proceed to 
consider the main objections which have been raised, military, 
financial and economic. 

’The Commis.siou do not contest tho argument in the 
Monlagu-Chelmsford report that Burma mustremainf “ part 
of the Indian polity ” for military reasons. They do not 
enter into questions of high strut cgj’^; but, after emphasizing* 
the limit of Burma’s interest in the defence of the North- 
East Frontier of India, they take their main point that^ “ they 
see no reason w'hy it should not be possible to combine poli- 
tical sepai'ation with satisfactory arrangements in theTuili- 
tary sphere ”. Though they contemplate that the troops ia 
a separated Burma would be under the control of the Gov- 
enior iu all ordinary internal matters, they seem to have had 
in view close military co-ordination under some kind of 
unified coutrol between India and Burma for the general 
purposes of defence. 

The Gommission accept Sir Walter Layton’s general coa- 
clusionf! that separation could fairly be effected in such a 
way as to do no financial injury to either country, and to leava 
Burma with adequate resources ”. 

tJoint Report, Psro. 198. 
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They restrict their consideration of the economio conso> 
quences td the effect of separation on Burma’s economic posi- 
tion and its economic relations with India, and suggest that 
mutual adjustments should he made by way of a trade conven- 
tion between the two countries to the advantage of both. 

The general view which the Conunission reach from these 
conclusions is that there are no military, financial or economio 
objections of such weight as to amount* to “ overwhelming 
considerations ” sufficient to justify the retention of Burma 
under the Goveniment of India. They accordingly make a 
definite recommendation that Burma should be at once sepa-, 
rated fro-n India, and they suggest that a declaration .o that 
effect sliould be made as early as possible. 

85. Thp military problem. — ^In the short time at our dis- 
posal we have endeavoured to supplement the Commission’s 
investigations into the probable military^ financial and eco- 
nomic consequences of separation by further departmental en- 
quiries on our own part. We take first the military problem. 

We do not here concern ourselves with questions of the 
garrison required in a separated Burma; nor with the sources 
from which it s.hould be obtained ; nor again with such mat- 
ters as the nai.ure and extent of such financial contribution, 
if any, as Burma might for one reason or another be re- 
quired to make towards the defence of India. The broad 
issiu! which we place Ix'fore ourselves is whether or not strate- 
gical considerations make it essential to maintain a single 
military organ ization under unified control for the de- 
fence holh of liulia and (n Burma. Cn this broad issue the 
technical advice which has been tendered to us bj' our col- 
league Ilis Excellency the Coinmandor-in-Chiof is that unified 
control is not essential. AVe are informed that there is no 
military reason Avhy each country should not possess its 
own separate defence organization. This advice inunensely 
simplifies the problem Avith Avhich the Commission Avere faced. 
It does not mean that difficult and complicated issues may not 
arise in determining the appropriate arrangements for the 
defence of Burma. Nor does it exclude the possibility 
of some measure of mutual co-ordination in the arrangements 
made for the defence of the two countries. But the adAdce 
V^ich Ave are. given, and Avhich Ave are disposed to accept, 
goes far. to remove the military problem as in itself an 
obstacle to the separation of Burma. Moreover, it is wholly 
in accord with the representation made by the Government of 
Bnriha themselves thatf “ separation should be complete, andi 

Wolnme 11, para. -219. fBunna letter, para. 14. 
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should extend to the military as well as to the political 
sphere , 

86. Financial considerations. — Our examination of the 
hnaucial cons(',queiico.s Pkol y lo arise from separation is neces- 
sarily incomplete, but we enclose in the form of an appendix* 
a meiiioraiuliini prepared in our Finance Department discuss- 
ing various aspects of thi.s matter. The calculations made 
by Sir Walter Layton in his note on the financial aspect 
of separation are examined and discussed, and the conclusion 
reached by the Department is that it would not be safe to 
accept at profsent the (.'onmilssion’s finding that separation 
•could fairly be effected in such a way as to do no financial 
iujurj' t(| India. At the same time, according to the depart- 
mental view, separation could be brought about in such a way 
that the ••evenue loss lo India would not be of sufficient mag- 
nitude to make it a factor of overriding importance in eon- 
sidoriiig the pros and cons of separation. The reactions of 
separation in the financial sphere will not be confined lo its 
direct eiVeets on revenue and expenditure. In cou.sideruig 
these reactions we wish to emphasize the gri'at desirability, 
if separation is to be carried out, of adjusting the relations 
between the two oonnlries in a spirit of reason and mutual 
accommodation, so as to avoid as far as possible the ill-effects 
which might arise from so great a change in long-established 
prftclice. This remark applies equally to the economic conse- 
quences referred to in the next paragraph. 

87. Economic consequences.--We turn now to the possible 
economic consequences of separation. TToro wo pass into a 
region where precise statements of the prol)ablo future posi- 
tion in ihe event of separation cannot be made. At ])rescnt 
the two countries come under a siiude economic system. The 
Commission have examined the question primarily from the 
• aspect of the reactions of .separation on the economies of 
Burma. They comment on the divergence of intei'ests 
between Imlia and Burma and meniionf that “ Burma in- 
creasingly feels that its own practical interests sometimes con- 
flict with I he policy which commends itself to the majority 
in the ceulral legislature We are aware that some sec- 
tions of influential opinion in Burma take the view that econo- 
mically their country suffers by its union with India, and that 
this constitutes a factor in the local demand for separation. 
But even if it were to be established that under existing 
arrangements Burma suffers .some economic disadvantages 
not directly offset by compensatory economic benefits, this 
would not necessarily lead to a decision in favour of imme- 
diate separation. It would still be necessary to assess the 
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economic effect on India of a separated Burma. The most 
that we are able at present to say on this subject is that the 
economic effects may be considerable, but that, as suggeste*! 
by the Commission, it should be possible to secure the legiti 
mate interests of India by some such means as a trade cojj- 
vention on terms mutually advantageous to both couutrios. 

88. Administrative aspects. — ^Into the more general as- 
pects of separation we have made similar departmental in- 
vestigation. No administrative objections have been brouglit 
to our notice of such moment as to affect a deci- 
sion on the broad question of policy whether Burma should 
remain a part of British India, or whether it should be separ- 
ated. If tlio political association of the two countries were 
to be terminated, it might still be fgund desirable by mutual 
agreemeiit to retain common services for certain purposes. 
For instance, local difficulties in organizing scientific depart- 
ments corresponding to the Geological Survey of India, the 
Survey of India or the Meteorological Department could be 
mot by agreed arrangements on a basis of payments made for 
services rendered. Any necessary co-operation, for instance, 
in agvicnltural, medical or forest research, could no doubt be 

. settled by negotiation. 

89, Separation accepted in principle. — The bi’ief review' 
which we have made of llu- military, financial, economic and 
administrative factors leads us generally to the .same con- 
clusion as that reached by the Commission, namely that, 
however important may be the practical considerations Avhicli 
are raised by the proposal for separation, .an l we do not dis- 
guise from r)ursolves Ibe fact that the consecpieiiees may be 
far-roaching, they do not in themselves constitute any iusur- 
monntablo barrier. The separation of Burma can therefore 
be examined in the light of the broader considerations of 
policy adduced by the Commission. In their first volume the 
Commission* set themselves " to bring home to the British 
Parliament and the British people in what the. difference 
boiween Burma and the rest of India essentially consists’’. 
The pt'opli of Burma are entirely different from the people 
of Tadia. They como from a different stock and have a 
different history. The former rulers of India never 
ruled over Burma. Tlie country in which the Burmese 
live is geographically distinct from India and is cut 
off from it by sea, mountain and jungle. These state- 
ments by the Comrais.sion of the differences between the 
two countries supply the finidamcntal argument in favour of 
separation, an argument which develops greater strength 
with each step forward that India takes on the road to self- 
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government. The Commission describe the difficulties of 
Bunnese representation in the central legislature, and the 
•iisabilities from which the few Burman representatives must 
necessarily suffer in a l)ody preponderatingly Indian in its 
comi)osition and its outlook. We accept their description and 
we recognize the difficulties. But the real argument for 
separation is that in the words of the Joint Report^ “ Burma 
is not India ”. For tluit reason the growing volume of 
Burmese sentiment in favour of sei)aration is now diflioult 
to resist. Since the publication of the Commission’s report 
the Burma legislative council has again expressed itself 
unequivocally in favour of separation, and in their letter the 
Government of Burma acceptf as “ nii(|Uostiouably c'»)rrect ” 
the estimate of Burmese opinion made by the Commi3sion.t 
We accordingly endorse the view expressed by the 
Commission tliat, so far as there is public opinion in 
Burma, it is >trongly in favour of separation. Assuming, 
therefore, that an equitable financial settlement will be made 
between the two countries, and that their respective eeonondc 
interests will, be safeguarded by ai'rangoments whicli W(; liope 
may be mutually advatitageous, we support in principle the 
proposal that Bunna should now be separated. At the same 
time we feel strongly that it is a matter regarding which 
Indian opinion should have ample opportunity to declare 
itself, and we would not ask His ^[ajosty’s Government to 
come to any definite decision until there has first been fidl 
discussion of tbc whole (piestion at the Round Table Con- 
ference. We aceei)t the view of the Commission that there 
is nothing to be gained by postponing scy)avation to any later 
stage in the constitutional growth of British India. If 
separation be accepted in principle, the present re- 
vision of the wliole constitution of government in British 
India supplies the appropriate occasion for making the 
change. 

90. All early declaration of policy.— The Commission 
suggest that an announcement should be promptly and pub- 
licly made that the policy of separation of Burma from British 
India has been approved, and that consideration will at once 
be given to the question of the new constitution of Burma, 
and to the adjustment of the many complicated and important 
matters 'Which must arise during the period of transition. 

As we have just indicated, we do not contemplate that any 
public declaration should be made before the questi«m of the 
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separation of Burma has been considored by the Bound 
Table Conference. There may even be difficulties in making 
an announcement before Parliamentary approval has been 
obtained. This, however, would be a matter between His 
Majesty’s Government and Parliament. The point with 
which we are concerned is to invite attention to the emphasis 
which the Government of Burma lay uijon the need for ex- 
pedition, in order that a new constitution for Bjinna may 
come into being at the same time as the new constitution 
for British India. In view' of the large issues involved, we 
have some doubt whether this wall in fact be possible ; but, 
assuming that the general case for separation is established, 
we agree both wdth the Commission and wnth the local Gov- 
ernment that an early declaration of policy is desirable to 
enable enquiries to be set on foot without avoidable delay, in 
order to effect the separation as nearly as may be simulta- 
neously w'ifti the introduction of the new constitution in 
India. 

91. The machinery for enquiry. — We have mentioned that 
large issues are involved, and w’c shall endeavonr to give 
a coniK!c(e«l view of the general nature of the enquiries 
W'hich seem io ns likely to he necessary before separatioji can 
bo carried into effect. In such an event, tliere would bo three 
classes of mailers to be considered. In the first ]fiace a now 
constitution for the S(‘paratcd Burma Avould be required. 
Secondly it Avonld be neeessuiy to separate the finances of the 
tAvo countries and to determiiu^ in otlier ros])ects theii' mutual 
rights and obligations. And, lastly, there are. all those 
arrangements Avhich may require to bo nuido by agreement 
betw’een Iavo aei)arated countries, arrangements, for instance, 
relating to commercial and heading condition.s. The most 
that Ave can attempt at this stage is to sketch in outline the 
machinery which may be necessary for the investigation of 
these seA'eral matters. 

92. A constitutional commission. — The Commission na- 
turally do not themselves undertake to elaborate a constitu- 
tion for Burma because, as they say, snggestiov.s from 
authoritative quarters are not as yet forthcoming, and until 
the main question is settled, the consequent readjustments 
arc hypothetical. But they indicate* that they do not con- 
template that “ the framing of a uoav constitution for Burma 
Avould be undertaken Avithout full consultation on the subject 
Avith those having special knowdedge of the AA'orkiug of the 
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present government, or until after further enquiry into local 
conditions and opinions 

We should not anticipate that there could be any difference 
of opinion on the necessity for appointing some authoritative 
ad hoc body, whether commission or committee, to report upon 
a new constitution for Burma. ConHicting views may 
be held regarding the exact nature of this body. The 
Government of Burma set out two alternatives, either en- 
quiry by a Parliamentary commission appointed by Royal 
W’arrant or enquiry by a committee in which Burmans 
would be included. For I'easons given in th’eir letter the 
local Government prefer the former method, but would make 
provision to associate a select committee of the Burma 
legislative council with the work of enquiry both in Burma 
and in England. We do not our.selves feel called upon at 
this stage to express an opinion on these alternatives. But 
there is a considerable Indian population resident in Burma; 
and Indian capital and labour play an important part in 
Burmese business. The Government of India could not there- 
fore disclaim all concern in the framing of a new constitution 
for Burma, and we would expect that in the process of enquiry 
Indian opinion would be given adequate opportunity to be 
heard on all matters touching Indian interests in Burma. 
These, however, are matters into which we need not now enter. 
Our immediate intention is to affirm the need which, in 
the event of separation being accepted, will at once arise 
for full and speeilic enquiry into the ti-aming of a new con- 
stitution for Burma, a prol)lom which has not yet been 
examined. 

While we limit our.selves to stating this broad proposition, 
there is one matter of particular importance relating to the 
terms of rc fereiice to be given to- those entrusted with this 
responsible task, on which the local Government comment, 
and to which w(; invite attention. AVhen the announcement 
of August 1917 was made, Burma was, as it now is, a part 
of British India. The progressive realization of responsible 
government was promised to Burma equally with tlio rest of 
India. It is important that the pledge then given should be 
re-affirmed to a separated Burma, In some quarters doubts 
have been cast on the motives alleged to ujiderlie official 
support to the policy of separation. If for no other reason, 
a clear statement of the continuing policy of His Majesty’s 
Government should, in the event of separation, be publicly 
made in ord^r to set such doubts at rest. We agree with the 
local Government that the point, which was not overlooked 
by the Commission,* can probably best be taken in the terms 
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of teferencc given to the commission or committee appointed 
for the purpose of the constitutional enquiry. We do not pro- 
pose to discuss tlie lines on which this enquiry should proceed, 
but the organization of the defence of Burma will be a matter 
in which, as near ?ieighbours, we may be expected to possess 
a continuing interest. For that reason, as also because of the 
present association of the two countries, w'e assume that the 
body charged with the constitutional enquiry will obtain the 
views of the military autborities in India on this question. . 

Lastly, before we pass on, we take this opportunity to 
state our agreement mth the opinion* expressed by the Com- 
mission that, if separation lakes place, the Governor General 
of India should cease to have any official ro.si)ousibility towards 
Burma, and Burma should have a Governor of its own not 

subordinate to the Governor General. 

• 

93. The financial settlement. — The . general financial 
aspects of the separation of Burma were examined by Sir 
Walter Layton in an appendixt to the report. We have alreadj- 
mentionod hi.s general conclusion, Avhich the _ (Jommission 
accept, tlial separation could fairly be effected in such a way 
as to do no financial injury to either country, and to leave 
Burma with ade(piato ^esol^■cc^, and avo have iiiAdtoi) atten- 
tion to the lather more cautious anticii)atiou of the probable 
position made liy our oAvn Finance Departmeni. The 
eriiment of Burma state that Avbih* lliey do not aot'cot the 
assumptions made by 8ir Walter Layton, they accept his 
general conclusion llmt there iff no strong financial objection 
to separation. 

1.1 is clear tJial the separation of the finances of the 
country AviiJ raise extremely difficult issues, requiring close 
expert analysis, in the decision of whicli it will bo essential 
to hold an cA'cn balance betAvoen Avbat may be contlicting 
claims. We agree Avitli the local Government tliat the best 
method of approaching this difficult problem is to endeuA-our, 
by mutual co-operation between lb i Government of India and 
the GoA’crnmont of Burma, to draAV up an agreed statement 
of the case for reference to an impartial tribunal. The sub- 
jects requiring settlement AA’ill be of a technical nature, and 
will include, besides tlie normal questions of the adjusting 
of revenue and expenditure, such matters as the allocation 
of debt charges and the adjustment of cuiTeucy arrangements 
No constitutional commission could deal satisfactorily with 
these questions, for its functions Avould be entirely dmereat, 
as also its probable igethods of enquiry. In arriving at a 
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finaudal settlement the nmin point to be considered is the need 
for satisfying public opinion in both countries that each is 
being fairly treated. Indian public opinion would watch this 
aspect of the arrangements very jealously, more particularly 
the allocation of debt burdens. We believe that a committee 
of the Privy Council would be the sort of tribunal most likely 
to satisfy Indian opinion. Their decisions could be given on 
evidence placed before them, assisted l)y expert witnesses, 
or possibly assessors, from India and from Burma. 

94. Trade agreements. — There remain the matters to be 
settled by agreement. Those which we have principally in 
view are connected with trade and commerce between the two 
countries. It might l)e argued tliat the consideration of these 
aspects of the problem could be left over until separation is 
effected, a financial settlement reached, and a new constitu- 
tion for Burma inaugurated. The conlrary view might be 
taken by Indian critics, that Indian o{)inion would only agree 
to separation subject to satisfactory arrangements being 
made on such matters. We do not ourselves consider that 
this attitude coxdd be sustained, but we recognize that the 
knowledge that India and Burma were agreed to work to- 
gether to their mutual advantage in regard to those questions 
would facilitate the discussion of the overriding issue of 
separation. We therefore agree Avilli the local (jovernuient 
that in the treatment of these (questions, as in the collection 
of material on which to reach a financial settlement, the grxnmd 
should be prepared and endeavours made to establish Avifhout 
further delay an agreed statement of facts to ser\'e if ]>ossible 
as a basis for future ai'ranements, whicli the two GoA'cm- 
ments, as they stand to-day, should agree to accept. 

9.'). Summary. — After accepting 80])aration in principle, 
we have in these paragraphs attempted to indicate in very 
general terms some of the more important issues inAmlved, 
and to suggest machinery for their treatment. Should the 
policy of separation he adopted, those matters will require a 
very mxxch closer examination in detail than it woixld be pro- 
fitable for us to give them at the present stage, while the 
acceptance of the policy itself is still hypothetical. 

THE CENTRAL EXECUTIVE. 

The conditions of the problem. — ^We come now to the 
central Government and the main problem which it presents, 
namely, the nature of the central executive and^ its, 
relations with the legislature. In considering the form of 
goveruitfcnt at the centre it is necessary to remember that 
we are engaged in a process of transition from a system 
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of bureaucratic adnunistration towards full responsible gOT- 
enuneut. The process may be said to have commenced as 
soon as legislature containing an elected non-of&ciarelement 
was sot up. It has been developed by • successive 
increases in the elected element in the legislature and in the 
powers that the elected element enjoys, and also by the 
inclusion of non-official Indians in the central •executive. We 
liave already exijhiiiied that in our view tlic time has not 
yet come for the final completion oF tliis process, and that 
the present period of transition requires the continuance of an 
effective partnersiiip between Britain and India. A 
partnership involves on both sides some measure of accom- 
modation and compromise, and there is always a danger that 
it may lead to division of opinion. Nevertheless it is clear 
that on no other principle can we expect to devise at this stage 
a form of government at the centre which will provide for 
the essential interests and responsibilities of Britain, and 
at the same time give scope to the reasonable demands and 
aspirations of India. 

97. The existing form of government.— It may be con- 
venient at the outset to recall the framework of the existing 
structure of government at the centre. The Governor General 
in Council is responsible in all matters to the Secretai^ of 
State. The. members of the executive Council are appointed 
by tUi^ Crown aiid three of them must be persons who 
have been for at least ten years in the service of the Crown 
in India. The legislature consists of tw'o chambers, of which 
the first coiitaiii.s a snlislantial majority of elected member.i, 
though the nominal ed eh'meni con.^istiug of 26 olTicial mem- 
bers "and l-l non-official.'^, is of sufficient size to play a veiy 
important part. The non-official Indian members of th® 
Govenior General’s Council have uot been drawm from 
the existing Icgi.slalure and do not depend for their 
position on its support. The Government endeavour to 
accommodate their policy so far as circumstances permit to 
the views of the majority of I he legislature. But this does 
uot obscure the fact that ultimalely tb<*y arc responsible to the 
Secretary of State, and that u the las,t resort there are 
special powers by which they can secure what they deem 
essential in the matter of legislation or supply in spite of 
the opposition of the legislature. 

98 . The working of the existing system.— Unity in the 
executive. — In out view the main conditions of a strong Gov- 
ernment on the lines which have alreadv been drawt 
irrevocably for India are, first, internal unity in the execu- 
tive, second, harmony between the executive and the legisla- 
ture and, third, a sufficient backing from public opinion.. 
We propos,e to consider in the first place to what extent these 
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conditions are at present realized. The existing system pro- 
vides adequately for the first condition, nalnely, intejnal unity 
in the executive. All the members of the Governor General’s 
Council are appointed by the Crown. An Indian member of 
Council may have made his name in political life, but on 
appointment ta the Council he would be regarded as a tem- 
porary official, more amenable perhaps to popular influences 
than an ordinary official, but standing apart from the legisla- 
ture, and for the time being lost to popular politics. The 
executive thus retains its unity. 

99. Belations between executive and legislature. — ^The 
second condition however, namely, harmony between executive 
and legislature is on this very account most difficult to realize. 
There is no cffecthe link between them, and it is important 
to see whether their mutual relations are such as to avoid 
embarrassing the Gox'ernment as a whole. The Commission 
Avonld almost seem to suggest an affirmative answer. It is 
true, as they point out, that a large number of Govc'rnmont. 
measures liave been passed by the Legislative Assembly, 
and that, though many of these are of .subsidiary interest, 
some have been of great importance. It is necessary, 
however, to look below tlie surface. If the woihing of the 
system is analysed, it. will be found that an appreciable 
amount of non-controversial bnsituiss is got through by agree- 
ment ; that in mutters importajit in themselves, but which do 
not seem to the executive b) be in conflict with its vital 
responsibilities, the executivi* is j)iepar('d to let its «lecisions 
be largely guided by the views of the legislature, and that in 
matters which raise issues affecting the es.sotitial responsi- 
bilities of the executive, the latter is s(>motimes able with the 
foundation of a nominated official and non-official element 
totalling 40 out of 145 members to-soc.ure sufficient support 
from other groups to got its own way by a bare majority and 
after acute controversy. But there arc occasions when the 
executive fails to carry in the legislature measures which it 
regard.s as of the first importance, and there are other occa- 
sions when it feels that certain legislation, oven if not of an 
essential character, ought to be midertaken, but knowing that 
there is no chance of carrying it, refrains from introdiicing 
it. Thus, .although at first .sight it might appear that the 
executive is usually able to carry its measures, the real situa- 
tion is that in any controversial issue the Government can 
seldom be certain of securing the support of the ma.iority of 
the As.serably. It is true that their executive powers are un- 
impaired, though they are subjected to inevitable a)id o.eaae- 
less criticism. But the difficulty of ensuring a majority in 
the Assembly may frequently be a source of embarrassment 
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in projects of legislation or jn obtaining supply. In these 
circuinstances^ it is unlikely that what we have described as 
the third condition of a strong Government should be realized^ 
namely, a sufficient backing from public opinion. Indeed, as 
we indicate beloAv, controversies in the Assembly definitely 
tend to injure the credit of the Government in the country. 

100. Causes of lack of harmony. — It is no part of our case 
to impute the blame for these conditions either to the 
executive or to the legislature. It is merely a practical 
illustration of a familiar feature of representative govern- 
ment of this type, where an irremovable executive is con- 
fronted with a popular Assembly in which it can command 
only a minority of votes. Persoiial influence and a spirit of 
goodwill may do something to mitigate the tendencies which 
make for disagreement bet\v(‘en the executive and the legisla- 
ture. But th(' tendi'iicios themselves are inherent in the 
system. On the one hand there is. a legislature with a 
Substantial majority of elected mcmbci’s entrusted with wide 
powers but with no real responsibility. The legislature can 
and <lo(!s in many matters intluenei* ])rofoundly the policy 
of the executive. But it can hardly feel that the policy is 
really its own. It cannot secure that those who determine 
policy should be in general symjiathy withdts views, nor can 
it bo called upon to assume responsibility for the aetioii which 
it recommends. In llu'se eirenmstauces it is natural that con- 
siderable elements in the legislature should develop primarily 
an attitude of destructive criticism and find themselves in 
constant conflict Avith tlic executive, partly on the merits of 
particular proposals, and partly as a protest against a p<t8itioiv 
which they resent, and from Avhich they can only hope to 
escape by undermining juid weakening the authority of the 
executive. Tin; executive on the other hand, while it retains 
its normal powers of exeentive action, and is oven able in 
emergencies to override the deei.sions of the legislature in 
matters of legislation and snpjdy, nevertheless suffers from 
the loss of public credit and confidence wdiioh result from 
conflict with the legislature. Pn die opinion counts every year 
for more and is expressed in an increasing degree in the 
legislature, where it finds a conspicnous platform for the 
purpose of extending its own influence and denouncing the 
policy and action of Government. Conversely the criticism 
of the executive by the elected members in the Assembly, 
cltaractorizod as it not unnaturally is by the normal ex.a gyra- 
tions of political controversy, receives wide publicity 
and support in the press throughout India, and so magnified 
has tended to generate feeling and friction. The Statutory 
Commission refer rightly to the danger of the authority of . 
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Government being undermined by continuous and unjustifiable 
attacks. Publicity is suggested as a corrective, but satisfac- 
tory jnibiicity for a Government placed in the position we 
have indicated above is difficult to secure. The only effective 
remedy is to enlist a greater degree of popular support. 

101. Outline of proposals of the Commission.— Having 
g^ven a general picture of the existing constitution at the 
centre and the way in which it works, we have to consider 
against this background the proposals of the Commission for 
the future. The Commission suggest no change as regards 
the responsibility pf the Governor General in Council to the 
Secretary of State, and they have been unable to propose 
any definite restriction of the field in which the Secretary 
of State will exercise his powers. In all matters, with the 
exception of those covered by the fiscal convention, the prin- 
ciple of W'hich, however, they do not approve and would not 
extend, the Commission contemplate that the Governor 
General in Council will remain subject to the orders of the 
Secretary of State. The Commission further insist* in 
very emphatic language on the unity of the Council. ‘ ‘ Unity 
in the eenlral executive must be preserved at all costs ”, 
They propose to continue the requirement that three of the 
members of the Governor General’s Council should be persons 
who have been for at .least ten years in the service of the 
Crown in India. They put forward, however, two imi)ortant 
suggestions in connection with the appointment of members of 
the Council. In the first place they suggest that the members 
should be appointed by the Governor General instead of by 
the Crown, and in the second place they suggest that some of 
the members of the C^louncil should be taken from among the 
members of the legislature. At the same time they propose 
changes in the composition of the legislature w'hich might 
have far-reaching effects. They contemplate that the 
Assembly should be composed by indirect election from pro- 
vincial councils, that its numbers should be raised from 145 
to something between 250 and 2fi0 and that the official element 
should be reduced from a total of 26 to 12, to which would be 
added the members of the Governor General’s Council. We 
discuss the general question of the substitution of indirect 
election for the present direct method when we come to deal 
with the central legislature. But it is in point here to observe 
that there is little ground to anticipate that this change 
would produce a legislature of which it could be predicted 
that it would work harmoniously with the executive 
contemplated by the Commission. In any case if is evident 
that these proposals would completely change the balance of 
the legislature, and that the proportion which the official 
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element bears to the whole would be so small that it would 
be unable to exercise any appreciable influence. 

102. Implications and consequences of these proposals. — ^It 
is necessaiy to examine fully the implications of these pro- 
posals. Such an examination appears to indicate that in 
practice they can hardly produce the strong central Gov- 
ernment which the Commission desire to see. Indeed they 
carry a stage further a process which we consider has al- 
ready reached the limits of safety. The policy pursued in 
the past in developing the constitution has been to make suc- 
cessive advances in the legislature, while maintaining more 
conservative treatment in the (‘xecutivc. That may have been 
a wise course as a matter of political education, but in other 
respects it has had consequences not salutary. As we have 
pointed out above, it has tended to foster irresponsible cri- 
ticism in the Assembly, and placed the executive in a difficult 
position. A stage has now been reached when the appropriate 
course appears to be to endeavour to bring the development in 
the legislature and the execAitivc into closer co-ordination. 
We shoidd therefore prefer to pnrsne a somewhat more 
canlidus policy in regartl to tlie legislature, and to couvsider 
whether it i.s not possible to contemplate some development of 
the (’oninussion’.‘<'pi‘op<'sals for the executive in its relations 
on the one liand to the Sef‘.ie1,"ry of State ajid on the other to 
the legislatnvci, which would afford promise of more favour- 
able c.oiiditi(/its tluin these proposals, as they have been gene- 
rally understood, woidd .appear to contain. Under Che pro- 
posals /)f the Commission we fear the exocntive would find 
itself eon.stnntIy faced with the dihannia cither of contlict with 
the legislature, under conditions in which it could never ex- 
pect a majority, or of subordination to the views of the Icgis- 
latiu’C. The answer suggested !>}■ the Commission to this line 
of comment is that in fact Government j)olicy will be pro- 
foundly affected by the action of the legislature, and that tho 
executive will to an increasing degree' ho responsive to tho 
will of the members of the As.^emhly This doctrine of “ res- 
ponsiveness ” is one to wl ich we ourselves attach great 
importance, but it must be recognized on the one hand that it 
cannot he applied when (he popular view is in opposition to 
the policy which Parliament considers it necessary to pur- 
sue, and on the other hand that when it is applied consistently 
it approaches very near to responsibility. Responsiveness to 
the legislature is difficult to combine with a strict adher- 
ence to tho principle of responsibility to Parliament<.over the 
whole field. We shall deal with the matter more fully later. 
At this point we only wish to suggest that the difficulties in- 
herent in tho situation would he greatly enhanced by consti- 
tuting the executive and the legislature on principles which 
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would widen the gap between them. We do not deny that 
there must in present conditions remain an' appreciable 
degree of incompatibility, but our aim should be to reduce 
that incompatibility so far as circumstances permit. If, a .<5 
we hold, the Commission were right in taking the view that 
the present popular character of the legislature should not bo 
impaired, any adjustment must be sought in revision of the 
composition of the executive or of its responsibilities. In 
regard to the latter point we have already suggested that it 
may be possible for Parliament to restrict its interest to cer- 
tain definite imrposes, a course which would have im- 
portant effects on the relations of the central executive and 
its legislature. In regard to the form of the executive it may 
be that, in order to obtain a greater degree of harmony with 
the legislature, we shall have to sacrifice something of its in- 
ternal unity. We do not fail to realize the great importance 
of effective unity and shall endeavour in any suggesfions we 
make to promote its retention in the greatest degree possible. 
But we do not think that all other considerations can be sac- 
rificed to the attainment of this one object, or that internal 
unity in the executive without any degree of harmony between 
the executive and the legislature will yield a strojig or even 
a tolerable Government. 

103. The possible methods of shajring power. — Exclusion 
of cert-ain functions from the field of the central Govern- 
ment. — We have made it plain thal in our view conditions at 
the centre involve an inevitable duality or sharing of jjower 
between Parliament and the Indian legislature, and avo now 
proceed to consider Ihe A'arious constitutional forms by Avliich 
this essential fact might receive expression. The niost ex- 
treme and rigid method would be to exclude certain subjects 
from the })urview of the Indian legislature, and to administer 
them in unqualified responsibility to the will of Parliament. 
As a means of dealing Avith strictly limited problems for very 
special reasons it deserves consideration, and we shall discuss 
below the proposals made by the Statutory Commission for 
excluding from the sphere of the Governor General in Council 
the administration of the army, and the exercise of para- 
mountcy in regard to the Indian States. But the objections to 
any considerable extension of this system are obvious. Con- 
stitutionally it may be distingiiishod from dyarchy in that in 
the inain sphere of government there would be no division. 
But if the excluded sphere were appreciable there would 
really be Wo Governments, and that is clearly not an arrange- 
ment which could be contemplated. Moreover, even if the 
excluded sphere is limited, such a plan involves a separation 
of the functions of government to which there are substantial 
objections. 
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104. Exclusion of ri^^hts of paramountcy in relation to 
Indian States. — Tlie specific proposal, however, made by the 

' Commission that hi future the Viceroy, and not as at present 
the Governor Gouerai in Council, should be the agent ol‘ the 
Paramount Power in its relations with the Princes, appears to 
us to rest on a sound basis and has our full support. We 
give in detail later the reasons on which this conclusion is 
based. It is sufficient- at this point to state that we regard the 
exercise, of paramountcy over the States as not one of the 
natural functions' of the Government of British India, and 
we recommend accordingly that it should be vested in the 
Viceroy alone. 

105. Suggested exclusion of defence. — The Commission 
have, proposodj for special reasons, that the problem of the 
defence of.India should also bo solved on the lines of exclu- 
sion. They suggest that a definite agreement might be 
readied between India and Great Britain, acting on behalf 
of the Empire, whereby the forces composing the existing 
army in India would no longer he under the control of tlie 
Governint'iil. of India, buf would be under an Imperial autho- 
rity, which would naturally he the Viceroy acting in concert 
with the ComiTiander-in-Chief. The Imperial authorities 
v;ould undertake the oliligations of Indian defence in return 
for the continued provision of definite facilities as to recruit- 
ment, areas, transport and other matters. Tt is suggested 
that there would be an equitable adjustment of the burden of 
finance, a contribution subject to revision at iuler\uils being 
made from Indian revenues, while it is foreshadowed that the 
balance of the expenditure would be home by Great Britain. 
The central legislature would not vote the annual sum re- 
quired for the army, the appropriation of which would be 
authorized by certificate of the Governor Genei’al. It is sug- 
gested that a committee on army affairs should be constituted, 
on which the central legislature would have representatives, 
for the purpose of discussing and keeping in touch with 
military questions. Tlie military adnnuistration would have 
to be secured in all necessary control over its own dispositions 
and arrangements, mid would ha\ o the right to demand the co- 
operation which it now enjoys from the civil authorities. 
We examine elsewhere the more practical administrative 
asyiect of these proposals. At this point we confine our- 
sel'N'cs to a consideration of the scheme in^regard to its con- 
stitutional implications. 

10(). The constitutional aspects of this suggestion.— The 

Commission have boon greatly impressed by two inconte.st- 
abie facts. The first is that the defence of India involves 
interests in which the whole Empire is concerned. 'Fho 
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second is that, though we look forward to a future in which 
India will assume responsibility for her own. defence, for 
the present and for many years to come the defence of 
India must rest on an army which includes a large British 
element. From these two facts the Commission draw the 
.conclusion, which we fully accept, that Parliament cannot 
now or in any future which is within sight divest itself of 
all responsibility for the army in India. The Commission 
view this conclusion as involving an obstacle in the way of 
jffogress to full responsibility. We agree" that the problem 
of defence is the most serious difficulty that stands in the 
way of India’s attainment of fully responsible self-govern- 
ment, and that it is likely to continue longest. But at the 
moment it is by no means the only difficulty, and we think it 
IS important not to suggest that its removal would at once 
clear the way to fully responsible government over the rest 
of the central field. It is evident that that is not the view 
of the Indian Statutory Commission. On the contrary', 
according to their pla'n, after the exclusion of the army from 
the sphere of the Government of India, that Government 
would still remain irresponsible to the legislature. It Is 
doubtful therefore whether under this proposal of the Com- 
mission there would be any immediate gain to India’s consti- 
tutional progress, and we are somewhat apprehensive of a 
premature decision. Conditions do not remain static, and it 
seems to us not impossible that, by retaining the army for 
the pi'esent under tlui control of the Government of India, a 
workable partnership iii its administration may gradually 
be evolved by means of the natural processes that we hop<i 
to see set up by the now constitution. On the other hand we 
do not in any way ignore the advantages promised by the 
proposal, even if the full effects of these might not be imme- 
diately felt, and Ave are of opinion that so far as concerns its 
constitutional aspect, much must depend on the attitude of 
Indian opinion. If that opinion expressed itself definitely 
in favour of the idea, we should certainly recommend that it 
should he further examined. 

107. A scheme contingent on exclusion of defence. — ^In this 
connection one of our number wishes to draw attention to a 
scheme which in his view would deserve careful consideration, 
if it wel'e found possible in agreement with Indian opinion 
to place the administration of the army and the defence ot 
India in the hands of the Governor General. With this 
barrier to constitutional advance removed, he suggests that a 
form of central executive might be considered which would 
make feasible a considerable measure of responsible 
government. The scheme would recognise fully the 
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ooncem , of ParliamcMit for securing certain purposes 
which we Jmve described, elsewhere, and the principle 
Would be that after providing means whereby the duty 
■ resting on Parliament in respent of -such matters Inight be 
discharged, responsibility for the rest of the administration 
would pass to ministers answerable to the legislature. 
The feasibility of the scheme admittedly depends in the first 
place on an agreement by British and Indian opinion to 
remove the administration of the army from the province of 
the Government of India and place it in the hands of the 
Governor General. With the elimination of this responsi- 
bility and of the <‘xercise of parumountcy over Indian States, 
which we have already recommended should be the function 
of the Viceroy and not of the Government of India, it is sug- 
gested that the way would be left open for the functioning of 
a unitary (Jalhnet, responsible to the legislature and adminis- 
tering all the remaining departments of Government, but 
subject to the overriding control of the Governor General in 
all those matters in which rarliarnent found it necessary to 
maintain its responsibility. Though the administration of all 
subjects, except the two which would be excluded from the 
functions of the central Government, would be conducted by 
^ministers chosen from and responsible to the legislature, the 
ministers would in cases which afiect the responsibility 
reserved to Parliament be subject to the exercise by the 
Governor General of extraordinary powers of direction and 
veto. Por the etfoofive exercise of Iho powers reserved to 
the Governor General, it would bo necessaiy that he should 
be suitably advised. It is suggested that one way in which 
this purpose could he served would be through the appoint- 
ment of two or, if found necessary, more advisers of suitable 
experience and standing, who would be charged with the 
special duty of pointing out Avhen a course of action or 
abstention irom action Avas calculated adversely to affect the 
interests which it was the duty of Parliament to safeguard. 
Such advice would he tenderc'd m the first instance to the 
minister concerned, and in the event of the minister’s refusal 
to accept it, it Avould he for the Governor General to decide 
either forthwith, oi- after consultation Avith the Secretary of 
State, AX'hethcr the occasion demanded the exercise of his 
special i^owers. With the secretaries in the various depart- 
, iheiits would rest the duty of seeing that all important ques- 
tions, even remotely likely to impinge on the sphere in which 
• parliament maintained, its responsibility, were submitted to 
the , ministers through the advisers, who Avould thus bo in con- 
stant toudi with the important day to day administration of 
. deiJartroents. Finally, the Govembr General would be armed 
With the powers requisite to enforce a decision both in the 
field of legislation and finance, and the ultimate power of 



suspending the constitution would also be a necessary corol- 
lary. It would be specially necessary to provide for the 
responsibility of Parliament in the financial field. The re- 
payment of the public debt of India and the interest thereon, 
the charges due from the Indian exchequer for the cost of 
Indian defence, the pay and pensions of officers appointed 
by the Secretary of State, would all need to be specifically 
provided for by making them a first charge on In^an reve- 
nues, and the management of the cun-ency would need to be 
entrusted to a reserve banlc suitably constituted and placed 
on a statutory basis. The fulfilment of certain conditions, 
such as the establishment of a reserve bank of this character 
and the constitution of a statutory authority for the control 
of railways, would precede the inauguration of such a consti- 
tution. These preliminaries, which Avould be of a definite 
and ppocilic c.haracter, need nof however relegate its intro- 
duction to an indefinite or unreasonably distant date. 

It is recogruized by our honourable colleague that it is 
possible to urge objections, not without force, to such a 
consvitulinnal project, and to express doubts, not without 
justification, as to its operation in practice. The important 
question, however, in his opinion is whether on the one side 
the proposal to confine the limits of Parliamentary inter- 
ference within as narrow boundaries as possible, and the 
manner of its exerci.se, would find acceptance, and on the 
other whether certain inevitable limitations of authority 
would meet wilh acquie.scenco. The advantage claimed for 
the scheme is that it permits of a unitary Government at the 
centre, of a healthy development of parliamentary life, pro- 
cedure and conventions impossible under any dy archie scheme, 
and that it goes a considerable distance on the road to self- 
government without the sacrifice of essential interests and 
without embarking on a course which in case of necessity 
would not permit of reconsideration. Further constitutional 
development would need neither fresh legislation nor fresh 
sanction from any authority. Given good sense and goodwill 
on both sides, progress would be automatic and would take 
the shape of the non-exercise of the Governor General's 
powers of control, which would alone stand in the way of 
complete responsible government, except in so far as the 
army was concerned. 

Our honourable colleague makqs it plain that his plan 
is contingent on the acceptance by* Indian opinion of some 
arrangement in regard to the army on the lines adumbrated 
by the Statutary Oommisfsion. So far as Indian opinion has 
yet disclosed itself, we see little prospect of any fiuch arrange- 
ment being aeceipted. ^We do not thereiore piopOB^ to 
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examine the practical difficulties, which under such a schesi^ 
might arise Doth in connection’ with the administration df 
finance and the maintenance of the ultimate responsibilities 
for law and order throughout the country. At this stagp 
we merely state the scheme. If, contrary to our expectation, 
Indian opinion were prepared to accept the suggested exclu- 
sion of the army from the functions of the central Govern- 
ment, it would be necessary to examine more closely thess 
difficulties and the general implications of this method <A 
approach to the problem. 

108. The solution of dyarchy. — ^The second possible method 
of meeting our difficulties is to introduce into the central 
Goverament the system of dyarchy. It might appear strange 
if dyarchy were adopted at the centre at a time when it 
fallen unaer popxilar condemnation in the provinces and ^ 
there being abandoned. Nevertheless, we must remember 
tliat in part at least its condemnation in the provinces was 
due to the fact that it was only a half-way house, and in tho 
coitre we are admittedly concerned to find some constitu- 
tional form which will permit of a sharing of power. Further, 
we have to take account of Ihe fact that the Indian Central 
Committee hav(i recommended the introduction of dyarchy 
in the centre. We must therefore examine fully the case for 
and against it. 

109. Examination of dyarchy. — ^Dyarchy is the strictly 
logical solution of a situation in which it is desired to base 
the authority of Government in different matters on two 
different sources. It can be claimed that it constitutes a 
frank recognition of the f.ncts. There is no ambiguity as to 
where the responsibility for particular decisions lies, and no 
blurring of the edges. It is a system plain and precise. And 
because it eliminates ambiguity it enables each side of the 
Goveniment to pursue its' policy nneraharrassed, in a politi- 
cal sense at least, hy the decisions of the other. But, how- 
ever valuable dyarchy may liave been in the provinces at the 
inception of the reforms, in practice it is obvious that a 
division of the Government into two halves charged with 
responsibility to different authorities is at best an incon- 
venient plan. It is easier to divide a Government on paper 
than it is in actual working, and when dyarchy was introduced 
in the provinces it had to be recognized that special devices 
were necessary to promote the co-operation of the two parts 
which had been formally divided. The Statutory Commission 
in their review of the working of the provincial constitutions 
are disposed to think that the, object mth which the system 
was established, namely, to make plain the responsibility of 
the two sides of the Government, was in fact very imperfectly 
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allained. *“ The intention of dyarchy ” they remark “ wa» 
to e£!,tablish within a certain definite range responsibility to 
an elected legislature. If this intention is not carried out, the 
justification for the constitutional bifurcation and for all the 
complications which it brings in its train is difficult to find 
If, on the other hand, the responsibility on one side to Parlia- 
ment and on the other to the Indian legislature were con- 
stantly emphasized, the task of reconciling these two distinct 
sonrc(!s of power would he likely to prove increasingly diffi- 
cult, Ministers would bo bound to concentrate on the res- 
ponsibility w’hich they owed to the Indian legislature and 
disregard the embarrassment which their policy might be 
causing to the reserved side, for the successful working of 
which they had no responsibility. If for instance, in the 
central Government commerce were a transferred subject, 
and finance reser\'e(,l, it might well happen that a pojiular 
policy in the Commerce Department in regard to tariffs 
might have the most serious effects on the general finances 
of the country. Nevertheless, if responsibility for the tariff 
p(»licy had been formally made over to popular control, 
while respbnsibilitj' for the general finances of the country 
was reserved in official hands, there would be little induce- 
ment for the popular ministers to moderate their commercial 
policy and serious friction would be likely to develop. IGx- 
perience seems to show that it is difficult to work in water- 
tight compartments. If the endeavour is made, the system 
will break down : if it is not made, the advantages of a 
formal dyarchy are not clear. It is no doubt argued that 
dyarchy, l>y relieving ministers of responsibility for un- 
popular decisions taken on the reseiwed side, enuliles them to 
continue in office w'here this would he difficult if they were 
members of a unitary Cabinet. We do not, under-e.stimate the 
importance of this consideration, or the embarrassing pa.,!- 
tion that popular members might occupy in a unitary Gov- 
ernment. On the other hand, the formal division of 
responsihility tends to confine the effective action (»f miuLsters 
to the transf(>rred subjects, and deprives them of the oppor- 
tunity of dealing, except by way of criticism, with the diili- 
mdt problems of Government which arise in the reserved 
sphcrCiT Moreover, it must Aveaken the authority of the Gov- 
ernment, when one part of the Government can opeiily dis- 
claim responsibility for the decisions taken by the other. 
We are not insensii)le to the fact that in existing conditions 
there must be an inherent difficulty in attaining complete 
unity wir.hin the Government at the centre except at the cost 
of serious lack of harmony with the legislature. But unity 

should be the ideal, and it, does not seem to us to wise course 
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to emphasize the duality by adopting a system of formal 
dyarchy. We must look eventually to the emergence of a 
unitary responsible government, and we should hope that 
this might be sought through a process of development, 
whereby the exercise of existing powers will lead by a natural 
transition to the acquisition of fresh p(nvers, and those fresh 
powers will be exorcised by men who have already acquired 
'£ome exi)erience in handling them. Dyarchy on the other 
hand clVoi's no ]iossil)ilily of an exb'iision of th.* sphere 
of responsibility except by way of aJi abnipl transition. 

lit). To what extent could power at present be trans- 
ferred. — Tlio (‘racial question whiclv must arise in the 
consideration of any proposal for dyarchy is where the divi- 
sion between the restoVed and transferred spheres is to be 
made. The* pro})osal (d* the Indian Central Committee is that 
only the .subjects (»f dofencu' and foreign and political rela- 
tions should bo reserved. Jf i1. became ])ossiblo to make such 
a divi.sioii of power, it may b(‘ admitted that some (jf the 
difficulties we have indicated ab(>v<‘ in connection with 
dyarchy would be diminished. I'he Indian Central C<jm- 
miltee indc'cd coiitemi that {he subjects of defence and foreign 
relations uj’o snlliciently distinct and separable from the 
other functions ol' l!>e central Co\’voun[un!l as not to produce, 
if reserved, any of the complications which accompanied the 
M'oi'king o)’ dyarchy in Uic provinco.s. 'W^o an- not prcpai'ed 
to go so far as this, but it may be c(mced(‘d that. d(^fence and 
foreign relations could bo .scpaiatcd from the other functions 
of the central Government, if not without inc(nivenience, at 
any rale wilhoiil givin.'i’ ri.«e to some of the more acute 
problems that ■would n'sult from a re.servation of other sub- 
jects such as finance and law and order. We are by no 
means di.s]>().sod to nnder-estimate the advantage.s that would 
bo secured from the adoption of any scheme on tlic lines 
indicatc.'d by the Indian Central Committee, or to press 
beyond a reasonable point the administrative objections to a 
formal division of power. If it were possible to adopt such 
a scheme, a Government would be established at the centre 
working in agreement with the legislature, and covering all 
the principal domestic activities of the country, apart from 
(hose which would be directed by responsible Governments in 
the provinces. There is a K,trong demand among those who 
are stirred by the rising feeling of nationalism that India 
should be allowed to manage her ovm affairs at the centre, 
as in the provinces, and, above all, that she should have a 
chance of devising and pursuing a national policy in 
matters of finance, commerce and industry, which might 
improve the general economic conditiongi of the country. 
Tn recent 3'^e.-rs there has been an increasing volume of 
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ertticism directed to the poverty of India and heif 
econoiuic backwarduees. For these features an alien Govern- 
ment is held responsible. There is a widespread belief 
that the economic disabilities of India could be removed by a 
national economic policy, and an equally widespread suspicion 
that the interests of India and Britain in this matter do not 
ddlncide, and that, as long as India’s economic policy is 
controlled by Britain, India will not have a fair chance of 
developing her resources and raising the general standard 
of life of her people. We cannot of cours,e admit that there i8% 
justification for this feeling. But there is no doubt that it 
exists, and that it is being used more and more to stir up dis- 
content against the present system of government. If it were 
feasible in the way outlined by the Indian Central Committee 
to establish the principle of resi)onsible government at the 
centre, and to put it into practice on a large scale, particularly 
in the economic and financial spheres, it might be expected 
that Indian sentiment would be to a great extent satisfied, and 
Indian suspicions of the real intentions of Britain allayed. 
But all depends on the possibility of an immediate transfer 
to popular control of the central administration of finance, 
commerce, and law and order. 

111. The problem of transferring finance and commerce. — 

It must be frankly recognized that the control of finance is 
fundamental, for finances has a bearing on all the activities of 
Government. It is sufficient here to state the position 
in very general teims for we deal fully with the subject in 
another place. The points which we have found it neces- 
sary there chiefly to emphasize are the magnitude of the 
interests hitherto saff'gnarded under the responsibility of 
the Secretary of Slate, and the serious effects wdiich any 
transfer of this ros]H)nsihility might have through its reac- 
tion on India’s credit. 

The financial administration affects the credit of the 
country, not merely in the limited sense of determining the 
conditions on which it can borrow money, hut in the broadfir 
sense of the confidence felt in the administration by all those 
who do bnsiness or have property in India. A serious shock 
to India’s credit, leading as i+ undoubtedly would to large 
movements from the coxintry of capital both Indian and 
European and to a restriction of new enterprise, might have 
results so far-ieaching as to endanger the entire economic 
fabric on which India of the present day depends. It would 
do nothing but disservice to Indian interests for the British 
Parliament to transfer its responsibility for Indian financial 
administration, until the foundations for confidence in the 
policy of tlio^e who would control affairs under *tbo new 
r^ime had been established. At present, in view of the 



general attitude of Congress and the talk of repudiation of 
debt, such conlidence, however unjust this may be to India as 
a whole, is conspicuously lacking. 

It is not our purpose to argue that these considerations 
create permanent and insurmountable obstacles to any trans- 
fer of financial responsibility, but the practical conclusion to 
which we feel impelled is that, before so fundamental a change 
can safely be undertaken, therci must, on the one hand, be care- 
ful preparation including the fulfilment of certain conditions, 
which we define elsewhere, and on the otlier, Indian leaders 
must collaborate w'ith the Goverjiment in the fulfilment of 
these conditions, and must on their own account take steps to 
create confidence in the policy which an Lidian government 
might be expected to pursue. Wo do not wish to exaggerate 
the diffictiltios, but we feel that the greatest sei’vice wdiich the 
pres.ent Govornraeitt can render to India is to face them’ 
frankly, and to do its best to work together with Indians to 
overcome them. We deal more fully with tliis question in the 
section dealing with finance. 

In one important respect commerce is hardly separable 
from finance, for the customs head is the principal source of 
central revenues, and this fact must have its due place in 
shapitig tariff policy. Tt must be recognized therefore that 
until finance is transferred the po]mlar control of the tariff 
would be incomplete. But coiniTiovce lias problems of its own 
quite apart from its connection Anth finance. It may be 
diffieult to devise effective guai’antees, whicli Avould socrare 
British firms and companies doing business in India against 
unfair discrimination, and to })ro\dde for the efficient commer- 
cial management of the railways, Avhich tlie expc'vionce of 
other countries has .shovm may be serhmsly ondatigered when 
the management is in the hands of ttiose avIio must maintain 
harmonious relations Aviih a popular As.s(‘mhly. AVe do not 
regard either of these difficulties as insuperable, and iii a 
later section of this despatch aa'c shall consider them in greater 
detail. 

112. The problem of transferring law and order. — In re- 
gard to internal tranquillity, a critical change is being made 
in the provinces by transferring to popular control the adrai- 
niatration of hiAV and order. T7ntil the results of this change 
have been observed, it does not seem to ns possible for Parlia- 
ment to part Avith the power to maintain the ultimate guar- 
antees of stability. It is somethnes argued that if laAV and 
order is transferred in the province.s, there can he no reason 
for not following a similar course at the centre. But Ave have 
no doubt that the provincial Governments in accepting the 
proposal of a transfer of laAv and order in the pro- 
vinces are to a considerable extent relying on the 



maintenance of existing conditions at the <»ntre. It is 
the central Government which is responsible for the 
ultimate conditions of internal security throughout the coun- 
try. It determines the military forces required for this pur- 
pose and their disposition. It lays down principles for the 
administration of the Anns Act. On it rests the duty of keep- 
ing inljxcl. lh(i general strnclnro of the criminal law and pro- 
cedure, wliicli forms the essential framework for the niain- 
teiiaiK'o of internal tramiuillity. It must co-ordinate informa- 
tion and policy in regard to subversive movements of an 
all-India character, such as those which are continuously pur- 
sued by the terroi'ists axid by the communists, or widespread 
a«M-government aetivilios sur-li as tlie ^)rescnt campaign of 
civil disobedience, iii carrying out these duties it has liitherto 
S(*l(lo n been })ossi])lc for tbo executive to rely on support 
from the imlk of popidar o]>iuio)i iu the Assembly, ami. until 
expeiience Inis been gainoil < f the manner in wiiicli similar 
pioiilems are liamlleil locally res])Ousiblo provbieiid 

Goveriunenls, it is inilikely that Parliament will be willing to 
contemplate tb(‘ transfer to popular control at the centre 
of the ultimate safeguards of seenrity throughout the 
country. Our honoui’able colleague who has draAvn. aittm- 
tiou to the sc.lu ui ' describeil in paragra})h 1.07 wislu'S, how- 
ever, to make it clear (had in his view the safc.guards suggest- 
ed in that, scheme would he sufficient to justify the degree of 
I’esponsibility, both iu regard to ffnauce and to law and 
order, which is there proposed. 

113. A unitary government. — Proposals of the Commis- 
sion. — If there is force in the general conclusions stated 
abo'.e. it woiild seeni necessaiy to look to some solu- 
tion on the lines of a unitary fiovernment such as is 
coutemydaled by the Indian Statutory Oommission. But a 
decision, in favour of a unitary Oaverument of this- typo 
does not get rid of the difficulty that there must bo some 
sharing of power betAveeiw two different hsgislative bodies, 
namely, Parliament and the Indian legislature. The Com- 
mission AA'ere, no doubt, hot less conscious than ourselves of 
the importance of harmony between the executive and the 
legislature, and were anxious that whatever is possible should 
be done to establish satisfactory relations betAveon those two 
elements. I’hey hoped to aehigA’o this object along three 
lines. ^ In the first place they have proposed that the 
members of the Governor General’s Council should be 
appointed not as noAv by the CroAvu but }>v the Governor Gen- 
eral. This evidently introduces a considerable degree of 
elasticity iido the formation of the Council. It is not onlj' 
that the appointment of members in accordance with the re- 
(piirements of the local situation would be facilitated, but that 
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they would no longer have a fixed term of office -of five yeats. 
Under the new system they would in fact, subject to the direc- 
tion of the Secretary of State, hold office at the pleasure of 
the Governor General. Tlie Governor General would retaui 
his existing power to make rules for the transaction of busi- 
ness in his Council and to distribute portfolios. We presume 
that the determination of the numbers of his Council would, 
subject again to tlie supej‘intoi!dc*.u(:o, direction and control oi 
the Secretary of State, rest with bim. The only formal 
rest ric'i ion that wouhl exist ou bis seiection of momhers of 
his ("ouncil ’vvould ho that the existing rule would ho main- 
tained, under ■which not less than three of the members of his 
Council must be persons who have been for at least ten years 
in the service of the Crown in India. We attach consider- 
able importance to the eh.iijgo .sugg('ste<l in the metliod of 
appointment of the Governor General’s Conneil. It does not 
necessarily lead directly l<> u spon.-i'ole governnient, hut his- 
torically the substitution of tlie Goveiuor General for the 
Crown a?, the appointing anlhority lias .proved in tin* Domi- 
nions to bo an important condition in the development of 
resjn)nslblo g*)verumenl. li! liu- secmui jdace, the Commis- 
sion lifiA’C suggested tliat op]jortiiiiity sliould be found to 
include iu the executive Council one or more elected mem- 
bers of the Assembly or of the Council of State. It is clear 
that tills projjosal has polentialilios of great signiQcance, and 
those we sliall proceed to examine. Finally, as we have al- 
ready moutioued, the Commission lay stress on the power 
which the elected repi‘cseui;divcs in tlie (ionlral legislature 
possess to influence the exocntivo Government in all fields of 
administration and legislalion. ’I'liey ox]n-ess the belief that 
this jiifluenee vill steadily increase and tJiat the executive 
will become more and more responsive to the will of the legis- 
lature. We have no doubt that the Commission have rightly 
fon.‘sec!n one of the developments in the j’elations between 
the executive and the legislature whicli must follmv on their 
proposals. But avo shall explain in what Avay we aliould anti- 
cipatp that these relations are likely, and indeed certain, to 
develop. 

114. Inclusion of members drawn from the legislature. — 

We now proceed to examine the two features in the scheme of 
the Coramis.sion, Avhich seem to ns to require further elabo- 
ration. We welcome, as wc have said, the proposal that elect- 
ed members of the Assembly or of the Council of State should 
be included in the GoAmrnor General’s Council. But the inclu- 
sion of individuals, however prominent in public life, -will not 
in itself secure the object at which we are aiming, namely, 
the promotion of harmony between the executive and the 
le gislature. As the Commission have pointed* out, there is 
•Volume T, para. 236. 
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a natural tendency to regard even an elect^' roinister under 
the system of dyarchy as in some degree tainted by his asso- 
ciation with Government. Wlien it is a question of joining 
a Government which cannot technically be responsible, tb|,8 
tendency will be much stronger. Unless something is done 
to counteract it, we fear that the Governor General will be 
unable to obtain for his Council the authoritative Indians 
desired by the Commission, or that if he does obtain them 
they will soon lose their authority. This tendency would, 
we think, be accentuated by the suggested provision that on 
appointment to the executive Council they should cease tO' 
hold their seals by virtue of election. Our view therefore 
is that, if real value is to be derived from a proposal which 
contains the promise of hopeful d<n'elopments, it is necessary 
not only that the members appointed from the legislature 
should retail! their seats as elected members, but that it 
should be recognized that they will remain in touch nvith, and 
responsive to, their political supporters. We develop in 
paragraph 116 below the conditions cm which alone as we be- 
lieve they might look to retain political influence in the legis- 
lature, and so be able to assist Goveinment not only by their 
personal contributions to the problems of administration, but 
by bringing to Government some prospect of suiiport for 
the policy in the framing of which they will have been asso- 
ciated. 

11 o. The practice of responsiveness. — An examination 
of the working of ‘‘ re3ponslvorje.s.s ”, on which the 
Oommission lay so much stress, leads us by a diff(;rent 
road to the same conclusion as that expressed at the end of 
the last paragraph. Even at present the executive endea- 
vours to bo responsive to the legislature. The disadvantages 
of the system, liowover, have made themselves very apparent 
in the experience of the last few . years. We have shown 
above how the f iiuction of the Assembly is inevitably one of 
criticism, as long’ as it has no responsibility for a constructive 
programme. Efforts have been made by the Government of 
India, particularly in recent times, to escape from this'difl^- 
culty by consulting the party leaders on matters of policy 
before* they thennselves reach their conclusions. This system 
is probably inevitable, given the existing conditions, wbici 
would in this respect bo reproduced under the proposals of 
the Statutory Commission, hut it has not proved satisfactory. 
The party leaders have little inducement to have regard to any- 
thing other than the popular view as reflected in the Assembly, 
and the Assembly having no comprehensive responsibility for 
policy is likely either to take a critical and negative line, leaving 
the Government still unrelieved mf the responsibility for find- 
ing a conslruetivo solution for urgent problems, or to advocate 
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proposals, the full consequences and reactions of which on 
other inter^ts or in other fields of administration have not 
been thought out. From the nature of things it* is impossible 
that the party leaders should have the same sentfe of respon- 
sibility as members of the Government. If their advice is 
accepted and the results prove unfortunate, the discredit 
falls not on the 'party leaders but on the Government. If on 
the other hand their advice is not accepted, the Government 
is accused of being unsym})athetic and unresponsive to the 
popular view, and there is no improvement in the relations 
between the executive and the legislature. Indeed if the 
advice of the party leaders is coiisiantly rejected, these vela* 
tions are likely -to deteriorate. Snch a state of affairs 
really makes neither for harmony between the Government and 
the Assembly, nor for strength and steadiness of purpose in 
the Government. We are convinced that if leaders of parties 
in the Assembly are to be taken into consultation, as they 
must bo on any prineii)le of responsiveness, it is better that 
they should be inside the Government rather than that they 
should advise in an irresponsible capacity from without. 

316. How a. Government of this type might be expected to 
work. — The conclusion of the.se arguments seems to point to 
a Government which, while containing a definite official 
element, and not formally responsible to the Indian legisla- 
ture, would yet include an appreciable popular element con- 
sisting of elected members of the legislature, who might eum- 
mand sufficient support in that body to afford in nonnal 
circumstances the i)r(»raiso of reasonable harmony between 
the executive and legislature. The ])roport ion which the 
elected members should bear to the official members might no 
doubt receive consideration, if suggestions on these 
lines« wove discussed at 'tlio Round Table Confennice. 
It* uill naturally be asked how the elected mem- 
bers of the Goveimmont associated with an official element 
are to retain their following. The answei- is that they must 
be able over the widest field that circumstances permit to 
frame policy in accordance witli the views of their supporters. 
This in turn implies that Parliament will be willing to define 
with some precision the' purposes for which it would wish to 
exercise its constitutioua! right of interference with the 
policy of the Government of India, and that so long as the 
policy pursued does not menace the objects which Parliament 
declares its intention to safeguard, the Government of India 
will be at liberty to manage the affairs of India in close asso- 
ciation with the Indian legislature. We shall in a later 
paragraph of this desnatch indicate what appear to us 
essential purposes which His Majesty’s Government must 
safeguard. On the assumption that the exercise of the duties 



of paramountcy in relation to the Indian States is transferred 
from the Goxernor General in Council to the Viceroy as re- 
presentative. of the British Crown, these purposes may be 
briefly su)nmarized as defence, foreign relations, internal 
scciii'ity, financial obligations, financial stability, protection of 
minovilics and of the rights of services recimited by the 
Secretary of Slate, and i)revention of unfair discri- 
mination. The primary resjjonsibility for ensuring that 
these purposes of Parliament wt'ro not impaired woidd rest 
upon the Governor General, but he would have, to assist him 
in this task, the three official members of his Government, 
who would naturally hold the portfolios in which the questions 
of more particular intei est to Parliament w.ere likelj^ to arise. 
Their position in the Government would jiresumably ensure 
that tlio general administration of such subjects wonld 
be in harmony with the views of Parliament', and that 
there would seldom ho occasion for the Secretary t»f State 
to intei’fere by express direction or veto. But the official 
members wonld be part of. a Gov(>rnmont containing, if the 
system were working successfully, a considerable popular 
element in intimate relations with tlic legislature. In these 
cii'onrnstances it seems certain that the official members would 
not press their \'iews beyond the real requirements of the 
situation, and that the popular ww would receive the fullest 
consideration. In most cases wo should anticipate that the 
Government avouM bo able to reach united conclusions, whiehi 
woidd not infringe the responsibilities wliieli Parliament 
wonld lo{)k to tlie Governor General and Ibo Secretary of 
State to discharge. "When, however, there was an irreconcil- 
able differenci* of opinion between the two elements in the 
GoA’ernment, it would be for the Governor General in con- 
snltatiou, whore necessary, with the Secretary of Stati* to 
decide Avhich view Avas to be supported. If lie aocepteil tlio 
popular Anew, the official members Avould luive the right to 
record the .evounds <»f I heir opinions and have them transmit- 
ted to the Secretary of State, and Avould thus knoAA' that they 
bad discharged their responsihiUtie's by referring their diffi- 
culties to the ultimate authority, Avhose purposes it was their 
duty to safeguard. It may be supposed, however, that in 
matters which raised such issues the Governor General would 
be reluctant to reject the Auews of his official members. In 
that case the elected members might either acquiesce, or they 
might, whottier as the result of pressure from their supporters 
or of their oavu personal convictions, tender their resigna- 
tions. If the elected members resigned on any such issue, it 
is possible that the Governor General would he unable to get 
other members with a political following to take theiir place. 
In such an eA^ent he would bo thrown back on the expedient , of 
replacing them either by non-officials Avith no popiUar folloAV- 
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or unconnected with politics, or in the last resort by addi* 
tioual officials. If this happened the progress towards the 
development of responsible government would be interrupt*^ 
ed, but there would be no question Of' suspending the consti-” 
tntion, and the Government would continue to function, though 
it would have to encounter the hostility of the legislature^ 
The situation however would be no worse than if an unpopu- 
lar measure or policy had to be pushed through or under the 
system sketched by the Statutory Commission. On the other 
hand, Ave are disposed to think that forces would be at work 
tending to restore the situation. We contemidate, as we have 
said, that the legislature would through the elected members 
have real power to pursue its own policy over a wide field. 
It seems unlikely that it would for a long period deprive itself 
of constructive power over policy merely in order to register 
its dissatisfaction at .some particular measure. The greater 
the power the legislature laid acquired, the less would it be 
likely to pei'sist in such a course. 

117. Possibilities of deliberate obstruction. — Wo must 
make it plain that the above argument proceeds on the basis 
of a general .desire to Avork the constitution. We have not 
overlooked the possibility that in the earlier years of any new 
constitution there may be a party Avhose object is to exploit 
all political difliculties AA'ith a \dew to wresting from His 
Majesty’s (jovernmont further ixditical advance. The exist- 
ence of such a party AWtuld uudoubtodly increase the probabi- 
lities of llie Governor General being deprived of the support 
of the legislature in carrying on his Government, and being 
throAvn back for a lime on an almost comphdely official com- 
position. Wo should greatly deplore such a contingency^ 
but, if neex'ssary, it Avould haAm to be faced. Tn the long rufl 
we believe that the forces of reason and orderly progress 
would triumph over those of negation and obstruction, 

118. The scope of the popular element in such a Govern- 
ment. — Hitherto avo have been considering Avhether the kind of 
GoA'emment we have sketched would be capable of main- 
taining tho objects which Parliament Avould wish to safe- 
gn=ird, and whether in so doing it Avould be likely to retain 
the popular element. Wo turn now to the wide scope of 
acti\dties and responsibilities Avhich would present itself to 
the elected members of the Government. In the first place 
thev would within the Governor General’s Council be en- 
abled to press their views on all subjects, ■with knowledge 
of the strength which these views must derive from the sup- 
port of the legislature. In the second 'place there is a large 
sphere Avith which wo should hope Parliament ■would not find 
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it necessary to concern itself. Throughout this sphere we 
contemplate that the Governor General would be guided :by 
the advice of those of his Council who represented the wishes 
of the legislature, and we would suggest that the Instrument 
of Instructions to the Governor General should contain a 
definite provision to this effect. A convention of this kind 
would offer a wide field for constructive work and for 
practice in the art of formulating and carrying through 
a popular policy, and thus the foundations of self-government 
at the centre would be laid. The official members of the Gov- 
ernment would express their views and give counsel on these 
matters, but it would be recognized that here their primary 
duty was to see that the purposes of Parliament were not in- 
fringed. 

119. Member^ not removable by the legislature. — ^From the 
point of view of maintaining the unitary character of the 
Government, we think it important that the members of 
Goa ernment chosen from the legislature should not be subject 
to direct votes of censure by the legislature or regarded by 
convention as liable to removal by that body, and that their 
salaries, like those of the official members, should not be sub- 
mitted to the vote. It might be that the elected members lost 
popular* support through no action of their own, but as the 
result of measures taken by the Governor General in exercise 
of his responsibilities to Parliament. If that were so, 
nothing would be gained by attempting to select new members 
from the legislature, for the act of joining the Government 
would in such case deprive them similarly of popular support. 
If in these circumstances the existing eloctod members were 
prepared to remain in the Government, the Governor General 
would clearly not wish to change them. But one or more of 
the elected members might lose his following for reasons 
other than bis as.sociation with a Government which in dis- 
charge of its responsibility to Parliament had felt obliged 
to take action bringing it into conflict with the Indian legis- 
lature. In that case the Governor General would naturally 
see whether be could find other members of the legislature, 
who would more truly represent its views on those matters 
in Avhieh the framing of policy would primarily lie Avith it. 

120. Objections to a Government of this tjrpe. — We are 
conscious that it is easy to take objection to a constitution 
draAvn on the lines which we have attempted to indicate. It 
involves a form of dualism Avithin the Government, it Avill not 
work harmoniouvsly Avithoiit goodwill, it can be attacked on 
the one hand on the ground that, owing to the strong influence 
of the elected' members and the lo^slature, the responsibili- 
ties which the Goveniment of India owe to Parliament will 
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not be fully discharged, it can be attacked on the other hand 
for its failure to offer clear cut responsibility on the popular 
pide. Most of these, objections are inherent in any attempt 
to share power. For the success of any such attempt it is 
necessary to assume a measure of agreement. Without this 
no constitution will function satisfactorily. It may be that 
some other method than the one we have adumbrated can be 
devised. But let the main elements of the problem bo 
remembered. The executive must owm responsibility in 
certain matters to Parliament. The legislature must on any 
supposition have a substantial popular majority. If a 
completely irresponsible executive is conli’onted by a pre- 
dominantly popidar legislature, the result must be intoler- 
able fi'iction. This is recogmzed by the Indian Statutory 
Commission, who have made certain ijroposals designed to 
reduce the probabilities of friction. W#feel that those pro- 
posals point in the right direction, but that in order to pro- 
duce a workable system of Goveniineut they must be inter- 
preted and developed somewhat on the lines which we have 
sketched in the preceding paragraphs, and that it is essential 
to their working that Parliament should be willing to define 
with suflicient clearness the purposes for which it might deem 
it necessary to intervene. There may be other possibilities 
more accc])t.'iblo to Indian opinion, and we consider that any 
alleruativ<> proposals that may be pdt forward to safeguard 
the purposes of Parliament should receive full consideration. 
We have already explained what appear to us to be the 
serious difficulties of any statutory and rigid distribution of 
subjects of administration to distinct portions of the executive 
with ditferent responsibilities. If, liowever, it would help 
the admittedly difficult po.sition of the popular members 
under the unitary scheme we have outlined that the con- 
ventional division of responsibility witbin the Government 
should be formally recognized, we should be prepared to 
make this sacrifice of the foims of unity, provided wo might 
expect to maintain such a degree of harmony and co-operation 
between tlie two elements in the Council as would secure to 
the popular element training and experience over the whole 
field of Government, and to ihe official element reasonable 
support in the legislature. 

121. Powers of the Governor General. — To complete our 
picture of the central executive it is necessary to consider sped- 
fioally the powers which the Governor General will exercise 
and the position he will occupy. It is evident that the powers 
of the Governor General in relation to the legislature must 
remain unimpaired. In regard to legislation he must retain 
his existing povrers of previous sanction and assent, and of 
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stopping proceedings on any bill ^liich in his opinion affects 
the safety or tranquillity of British India. He mnst also 
retain his power of securing the passage of essential legisla- 
tion by mesns of certification. We think, however, that the 
procedure of certification might well be made more simple 
and elastic. The Govenior General should also retain his 
emergenoy power to make ordinances. In regard to the pro* 
vision of money, the Governor General would keep his exist- 
ing power to aiitliorizo, in cases of emergency, such expen- 
diture as might, in his opinion, bo necessary^ for the safety 
or tranquillity of British India. The power of restoring de- 
mands which have been refused by the Legislative Assembly 
is placed by the existing Act in the hands not of the Governor 
General but of the Governor General in Council. We think 
that in the new constitution this power would more appro- 
priately be exercise^ by the Governor General. It will not 
be desirable to bring the Governor General in Council un- 
necessarily into conflict with the Assembly. The general 
principle of the suggested constitution is that the power to 
overrule the legislature should reside in the Governor 
General and we see no reason why this principle should in this 
one case be abandoned. It seems to us wiser to place the 
responsibility for securing 8ni)ply, as for the passage of legis- 
lation, directly on the Governor Gon(^ral. 

The relations of the Governor General with his Council 
will be fundamentally changed by tlie provision that mem- 
bers should be appointed by the Goveimor General instead of 
by the Crown. The elaborate provisions contained in section 
41 of the Government of India Act for the Governor General 
overruling his Council will no long(‘r be required. Techni- 
cally indeed the Council will cease to bo the colleagues of the 
Governor General and will become his advisers, and it will 
have to be made ])lain by statutory provision, either direct 
or indirect, that if the Governor General sees suflicioni cause 
he may act otherwise than in accordance with the advice of 
his (Jonneii. Wc have already exphiined in Yjaragraph 116 
what we anticipate woidd be tjie possibilities open to the offi- 
cial aud tf) rlu! ]ioindar members when action is ttvkeii not in 
accordanct! ^^■ltll llicir advice. The appointment and dismis- 
sal of jnembers of the Council by the (Governor Gener:il will 
b.* subject to IJje superintendence, direction and control of 
the Secretary of State. It may be expected that the Secretary 
of State will not as a rule wish to be consulted in regard to 
tl.e popular meuibers. But we should anticipate that ho would 
find it necessary in the discharge of his own responsibilities 
to require that the Governor General should not take action 
to appoint or to remove any official member witbout bis speci- 
ilc concurrence. 
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122. Potentialities of development.~It must be expected 
that any scheme of government at the centre will be judged 
by Indian opinion on the promise it affords of developmdht 
jiito full rospoiisiuiJity. We think that the suggested form of 
ujiitar}'^ gov'ernment leaves the path open for such develop- 
ment on natural lines, and this is in our view perhaps its main 
altraction. No iil)i‘upt changes would be required. As Pnr- 
lianicait recoj.nizcal that tlie Imiian legislature did not desire 
to pursue a policy inconsistent witli the fundamental purposes 
which Pavliannuit wished to secure, the occasions for intor- 
focence would become less fre()uen(. Simultaneously the 
necessity for relaining the official (deinonl in the Council 
would dinjijiisli. Tliis element would with the approval of 
Parliannujt gradually be reduced, leaving what would in 
effect he a Ooverninent progressively responsible. Develop- 
ment would come, !)y iionual couslilntional evolution, through 
jlu: wisi; use by iho Indian legislature of its opportunities. 
Until such time as India is ai)l(‘ to make her own provi.sion 
for defence aad iniernal security, wo I'ccogiiize with the Com- 
mis.'siou that .special aiTnugenienls would be no('es.sary for 
these subjecls and for foreign ])olicy. But over the rest 
of the ilckl tlie process we have iinlicated might continue 
without iiiternqiiiim. This uatuial growth of the poivers of 
the Indian Jegislainiv, through Parliaiucnl iiennilting its own 
pow(!i's of control, retained for sfieeifiod purposes, to fall 
into disuse, could bo aeceh'rated if the intervening period 
used to fulfil ciirtaiu conditions, by which Parliament 
might 1)0 reason.ddy assured that its imrposos were secured. 
As regards minorities, PaiTunnent would no doubt require 
that adequate 'provision based on ninlual agreement should 
l)e made foi‘ their rights and intev(‘sts. In the spheres of 
finance, connnorco and railwa.ys, we iadicale below the con- 
ditions (vu which ])rogress scorns to ns to depend. Finally, 
when Parliament had heon as.surod of the successful rvorking 
in the provincial field of the transfer of law and order, it 
might be willing to see the central administration of this 
subject placed in popular hands. When matters f»f this sort 
had been satisfactoiily adju.sted, wide and definite transfer 
of power might take place, foi' the completion of this task 
w'ould furnish ])roof to Parliament of India’s ability to 
'■sumo responsibility for those subjects, ovei* which Great 
.Byitaiu ^y■ould at present be likely to Feel it necessary to retain 
' a pleasure of control. In the meantime the preparatory work 
lealing up to this transfer of pfiwer might be carried out, 
wip perhaps a largo measure of unanimity, by the kind of 
unutary government containing a popular element which 
hate sought to portray. 


I 
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THE CENTRAL LEGHSLATURE. 


• 123. Two preliminary points.— We began our considera- 
tion of the problem of the central executive by presenting 
a gejicral picture of Ihe existing constitution of government 
at the centi'e, and tlio way in which it works. We discussed 
the relations between the executive and the legislature, and 
gave some }nomiiience to the importance of trying to establish 
reasonably harmonion.s relations between thc-m. AVe accepted 
the view of the Commission that the present popular cliaracter 
of the legi.slatiire should not be impaired, and made certain 
suggestions which seemed to us to flow from that conclusion 
for the construction of the central executive. The next 
matter with which we must deal is the composition of the 
central legislature. Tliero are however two ■ ))reliininary 
p(»ints which we wish to take. They are perhaps sufficiently 
obvious in themselves, but we think thut.il may be an 
advantage^ to state tlunn. The first is again to emphasize 
the close inf er-relation between the two questions of the 
construction of the executive and tin; composition of the 
legislature ; the second, wliich indeed follows from the first, 
is to disclaim aipv intention of putting l‘or\vard suggestions 
here and now to give the central legislature its final form. 


124. The central legislature and public opinion.— The re- 

C( nstruction of the Lnlian legislature is perhaps the least 
xWid of the issues which have arisen in the recent political 
life of India. Under the incsent constitution llie two 
chambers W'ere constructed on princi])les whieli aeconled well 
wnth the sentiment of the countjy, and it is possible that if 
-ludia Inid not been iormally confrojitovi wdtii the occasion 
for bringing under review every feature of the constitution, 
comparativelv little attention would have been direct(;d bv 
practical necessities to this p(,rlion of the structure. So 
tai as Indian constitutional thought has ex])re8sod itself it 
does not stray lar from the principles which the present 
■legislature reflects. For the Assemblv a number of the 
earlier schemes, and later the Nehru )‘eport, proposed a basis 
suKrage, but it is perhaps a not unfair comment 
that these proposals were either the results of studv cA 
systems developed in other countries, or were put forward 
as a device tor surmounting communal difficulties. Thoaffh 
provincial committees recommended a limited elemtent 
elected by provincial legislatures the general trend of opiijioii 

AsLrJhr '^n ^ directly elected, but enlarged, 

^ “Itfations proposed by the Indian Central 

matters of detail rather than of prineipie • 
nomination is used to remedy inequaUties in represeutaSou. 
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to retain officials, and to introduce exj^erts without the right 
to vote. . 

regards the upper house the prospect of a unicameral 
•«eni;ral legislaUiie inake.s little appeal. The structure of the 
Council of Htato has' attraotr^d little attention. It is true 
that tlje l^diru. report pinposed to compose it through indirect 
eloclion bv lln' provincial councils after the method of 
proportional representation, but the general trend of pro- 
vincial u])'nion leaves tlui (-onncil of State much a.s it is now, 
and the Indian Central Oommittec -would alter it only so far 
a.s to increase its numbers. 


125. Indirect election proposed by the Commission. — ^We 

now have before us the recommendations of the Commis- 
sion foi’ ladical changes in the construction of both chambers 
an/l the substitution of indirect for direct methods of 
ciection. The views on tliese recommendations expressed by 
local (lovormncnts show- considerable divergencies, and 
opinions witain each Government arc often divided. The 
general im]n'ession, howevc, conveyed to us by the reports 
of the provincial Governments is that public opinion is not 
favoiirablo to the changes which the Commission propose. 
So far a.s opinion has vet been made articulate, it appears, 
among Hindus, to be hostile to indirect election ; and, among 
Muslims, to be divided according to calculations of its effect 
on the representation of ihc commnnity which it Avould secure. 
We cannot regard as timd any of ih(> views yet expressed. 
If after fall eonsidoration Indian oiutuoii were to pronounce 
clearly in favour either of hidireet or direct election, we 
Avould only on very strong grounds advise His Maje.sty’s Gov- 
ernment in a contrary sense. Onr own view’ is that on principle 
the argiimcnts in favour of ilirect election as the ultimate 
system for a Fi'doral A.'Jseinbly are the strougoi’, bul we find 
definite p'raeticul advantages in the scheme of indirect 
election Avhich the Commission nut forward. The task, there- 
fore, which we shall set oursehns in the jiaragraphs which 
folloAV, is to try to set out us faii-ly as we can some of the- 
merits and demerits of the two systems oit election, direct and 
.. indirect. But avo defer onr oavu final conclusions until- the 
■' matter has been thoroughly discussed at the Bound Tahi§ Con- 
j ference and Indian opinion has expressed itself fully. 

It Avill he convenient to ileal first A«ith the Assemhlv, and 
jjI Avith the Council of State. 

The Lower House. 

til 126. The federal principle.-— The Commission have pro- 
sed that the Legislative Assembly should be reconstituted 
I Federal Assembly* ** the members of which would not 
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be directly elected by constituencies of voters, but would b® 
mainly chosen, in proportions which we shall have to indicate, 
by the provincial councils If the central Government is 
to develop on federal lines, Ihe (/omniission consider that* 
“ the adoption of a method which will represent the provinces 
as .such at the centre is extremely desirable ”, and seems 
almost essential for Ihe ullimalo inclusion of the States. It 
maj' be that the representation of provinces by indirect 
election might facilitate at a later date the repve.seutation of 
the Stales in the Federal Assembly, hut we would make two 
comments. The first is that it is far from certain that federa- 
tion for th(' wiiole of India will come about by the inclusion 
of the Stales in the Assembly. It may bo that some new 
federal orgau will be developed. The second is that oven if 
the Stales did enter the As.sembly, it does not appear to ns to 
be necos.sarv that the method of represent ation of the States 
and the provinces of Briti.sh India must bo uniform. We 
should therefore hesitate to put the federal argument of the 
Comnu.ssion too high. 

. 127. The representation of provinces. — More substantial 

'.s.ii)port fo3‘ the principle of indirect election by provincial 
eounoils is found in the general relationship which the Com- 
mission desire to estatdish between the centre and the pro- 
vinces. They remark that it is important that the provincial 
view should be brought to bear upon central administration, 
tl>e more partioidar function which they have here in mind 
l)eing the provision of revenue by the central Government 
for distribution to the provinces. So far as this function is 
to !)(' exei vised through the medium of the provincial fund 
proposed by the Commission, we may observe that decisions 
affecting this fund wdll he only occasionally before the 
Assemhly, and it might be argued with some force that, in 
determining the composition of the Assembly, we should have 
regard to its suitability for dealing with the broad political 
isoueg that will normally be before it, rather than with a 
function performed only at infrequent intervals. According 
to Sir Walter Layton’s scheme, however, the improvement 
of the financial position of the provinces will depend very 
lai’gely on the surrender to them of central sources of revenue, 
and fjom this it would follow that, they would have a dirci-(j 
interest in the whole financial a<lministration of the cont'gh 
Government. This is a consideration of great import^rg^t 
and it would iiot be unnatural for the provincial Governmejon 
to seek some means of protecting their interests, and for 
reason to support the substitution of indirect election byfxai 
provincial councils in place of direct election to the Aesenoj^ig . 
At the same time there is room for some misgiving whe|Qj^^^ 

. •Volume n, para. 138. 
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so great a degree of provincialization would be desirable in 
the lower house of the central legislature. The consequences 
on central administration might be serious, and might result 
in a policy unfavourable to the general interests of the 
CQunliy. 

128. The responsibility of the member.---Anotber argu- 

ment- advanced by the Conunissiou is that the method of 
indirect election may be expected to atford a closer nexus 
between the member of the Federal Assembly and the provin- 
cial council ”, The argument is based on the view which 
the Commission have taken of the general operation of the 
directly representative system, and their conclusion is that 
as the members of the Assembly cannot be subject to 
any Kial control by electors in territorial coustituoncies, they 
would feel greater i‘(‘sj)()iif;ibility to a provincial legislature. 
We shall reVort in a later pamgraph to the question of the 
size of constituencies under the direct method. Hero we are 
concerned only with the relations which the Commission desire 
to encourage between the Federal Assembly and the pro- 
vincial councils. Subject to tin; remarks which we have just 
made, we appreciate the advantages of establishing a link 
between the central and i^rovineial legislatures. Indirect 
election by the provincial ('oimcils is ])r<d)ahly the best method 
of securing that purpose ; but it would still seem opqn to 
question wdietbcr the provincial contingent at the centre 
would acknowledge any real responsibility to the provincial 
councils. Tt ini'st be remembered that members of the 
Assembly wiH dn-i'- seals even v.-hen proviiieial disso- 

luTiou bas brougbt about the disap})earauco of the eleti.(*rs 
''tho roturnod them ; and if olecfi'd, as sugge.sted by the 
Commission, under the method of proportional representa- 
tion, the tendency of each representative rvould be to look 
only to the particular grou}) or interest whicli elected him. 

In effect, so far as the Commission’s scheme of indirect 
election rests upon the requirement of provincial representa- 
tion at the coiitie and the need fov a greater sense of respons- 
ibility on the part of the membei*, a dilemma is produced. 
Either the provincial contingents would be controlled by the 
provincial councils, and the central legislature be excessively 
pro\ incializod ; or they would not be controlled by the pro- 
vincial councils,, and the responsibility of members to those 
who elected th(‘m might be even loss than under the existing 
method of direct election from large general constituencies. 

129. Proportional representation. — The Commission claim 
that if use were made of proportional representation in 
selecting members for the Federal Assembly, it would be 
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possible to ^et rid of specific provision for separate coimuunal 
representation. The Federal Assembly would no longer have ^ 
to be constituted by the present method of classifying consti- 
tuencies. At the outset the system would no doubt produce 
reflection of communal divisions. But in proportion as gene- 
ral considerations came to bulk more largely in the political 
judgment of the ])roviuce.'<, it woxild enable members to be 
returned to the Assembly on a moi'o general view of their 
merits and political opinions. A result of that kind, involv- 
ing an automatic decision of communal claims, would in our 
judgment be an attraclive fealure of any scheme, and Ave 
would hesitate to reject any plan which promised to get 
rid of precise communal proporlious in Uic composition of 
the legislature. But just as in the absence of agreement 
between the two major communities separate representation 
for Muslims ui the provincial «<)uucils must continue, and an 
adequate number of sea. Is miust be guaranteed to them, so 
we think that the question of the abaudonment or the reten- 
tion of direct representation al tin' centre ought to depend 
very largely iiixju the uttitudr* wiiicb communities may adopt 
tovvard.s such a proposal. Subject to this, and apart from 
our ow'ii views on the more general aspects of indirect elec- 
tion, we wish to make it clear that we do not undervalue its 
possibilities as a incaiis of avoiding specific communal re- 
presentation at the centre. 

lilO. Personnel. — The Commission have not alluded to the 
possible effects of indirect election on the i)ersonnel of the 
Assembly. There is, however, a body of opinion Avhich sug- 
gests that the choice of the provincial legislatures Avonld he 
more judicious than that of popular electorates, and further 
that if election wore to be indirect, persons of local position 
and experience, Avho are al present unwilling to face the 
trials of popular elections might be more ready lo come for- 
ward. We doubt Avhethev the expectation is very securely 
founded. One result of employing the machinery suggested 
by’’ the CommissioTi would very possibly l)e lo induce jjolitical 
associations or parties to make special efforts to capture 
seats in the provincial councils, not on provincial issues, hut 
in order to secure the return of members wlio could he relied 
upon to vole for candidates of a particiilar type to the central 
legif^latnre. 

131. . The confusion of electoral issues.--Iudeed, the role 
which under the Commission’s sc^herae political associations 
might "play in central and provincial politics raises issues im- 
mediately relevant to the success of 'the new constitution. 
Under the method of indirect election, it will bo the first con- 
cern of any’ party Avishing to enter the Assembly to secure its 
OAvn electors in the provincial legislatures. The whole 
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■weight of all-Iiidia political associations would, thevefove, he 
directed upon the local legislatures, ■where the novel experi- 
ment in the use of the transferable vole will itself tend to 
throw the business of the cleetions into the hands of party 
managers. Again, the Commission appear to assume 
that the judgment of the primary elector wiii have 
regard on provincial issues to the particular poli- 
cies of candidates and on central is.sues only to ilieir gene- 
ral suitability as electors for the central legisla- 
ture. We doubt A\iieUxcr oleotornl campaigns would in prac- 
tice observe these limits, and wc? should expect that the 
sininKaneous reference of ceulrai niul provincial issues to 
the electorate will have a disturhiiig etfeci. There is reason 
to feai' that development. s cm these lines would iuhuduce 
divergent issues into jivovincial politics, and invest tliein with 
an element of confusio.i and unreality. We regard this as 
a real danger in the plan of indirect election hy provincial 
councils. 

l.‘)2. Dissolution. — There is axiolher undesirable feature of 
indirect eh'ctiou as a means of constituting the. Assembly 
■which seems to us to he of imporlanee in regard to the posi- 
tion of th(- ox('cntive. The (’ommissiou dosoril»o* the in- 
conveniences Avhich may arise when a general election be- 
comes necessary on the e.xjxiry of the life-time of the 
Assembly. Menus are devised by which in such ciroum- 
stancos the minimum of disturbance of provincial Icjpsla- 
tores may he caused. It is, we presume, on similar grounds 
that the Oomraission liave pj'o'posed that the Assembly should 
hav’e a fixed life, and in fact lliove would he difficulties in 
combining a liability in tlio Assomblv to dissolution with a 
similar liability in the provincial legisiatures. We agree with 
flic (.Vimniissiou that on the one haiul general elections in pro- 
vinces oaniiot be enlin-ly dependent on the necessity to re- 
constitute tlu? Assembly ; and, on the other, that the choice 
of members of the Assembly canjiot bo left to provincial legis- 
latoi's, who havm not been in comparatively recent touch with 
the electors. The proposals of the Commission give this 
degree of security' to pioviiicial legislatures that at the worst 
there is a guarantee of two year, life, and the date of com- 
pulsory dissolution is known. Tf, however, the A.s 3 embly itself 
were liable to dissolution, Iho tenure of all provincial legis- 
latures, wbicb had still more than three years life before them, 
would be insecui'e. It appears therefore that on practical 
grounds an indirectly elected Assembly must he incapable of 
occasional dissolution, and w'e consider that this must defi- 
nitely he regarded as an objection in the scheme. It may be 
argued that the weapon of occasional dissolution could pro- 
bably not be effectively used in any circumstances which could 
be expected to prevail dmuiig the next feifr years but we should 
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ba unwilling to deprive the Governor General of this power. 
With an Assembly constituted for a fixed period and not liable ♦ 
to earlier dissolution, one of the normal means of removing 
deadlocks would be sacrificed, while the legislatui'e would be 
guaranteed for a known period against the effective interfer- 
ence of the electorate. We greatly doubt whether this could 
be regarded as a satisfactory arrangement. 

133. Review of indirect election. — We have endeavoured 
in the preceding paragraphs to nin rapidly over some of ihe 
salient points, arising out rtf the Commission’s rceommeuda- 
ti'*n to substitute indirect election by the provincial councils 
for the present system of direct election by territorial cousti- 
tneucie>s. The subject is very complicated, and some of its 
aspects are highly technical. Theoi’otical and practical con- 
siderations are difficult to disentangle, and in estimates of 
the manner in v.diich any particular oloetoJ’al system may be 
expected to work, there is necessarily a large' element of 
speculation. 

It has not been oui* object to indulge in merely des- 
tructive criticism. In no country has an electoral system yet 
been evolved, which is not open to objection. The choice is 
not between a perfect and an imperfect system, bat rather 
depends upon the balancing of advantages either side. 
We readily admit that indirect election posse.ssos advantages 
from the point of view of the federal principle which direct 
election cannot give. As a general proposition and on the 
considerations ari.sing ont of Sir Walter Ijayton’s projinsals 
for finance, Ave arc disposed to \velcom(‘ .a closer- connectii'n 
b(‘tv:een the central and the t)roA’ineial legislatures. The 
chance olTered of getting rid of specific comumnal represen- 
tation at the centre is nf)t lightly to be discarded. It is only 
when we set ourselves to examine the actual working of the 
indirect svstom, its probable effect on the constitutional 
machine' at the centre, and its possible consequences in the 
provinces, that donhts arise. Some of these we have already 
expre.ssed. The confusion of electoral issues between the 
centi'o and the proAdnccs, the dangers of excessive provin- 
oialisi.'ition in the central legislature, and the election of the 
latter for a fixed term, all seem to us to contain the seeds of 
future coraplientious. We are also impressed by the objec- 
tions to an allocation of seats in the Assembly on a purely 
population basis. Tho alternative is an unequal allocation 
pomCAvhat.on existing linos, which proceeds from an artificial 
Aveightage of nrovinces. But any attempt to combine such a 
weightage Avith a natural representation of communities 
throughout India hr an automatic method is likely to en- 
counter great difficulties. 

Again, there are tronhlesome aiM perplexing details 
arising ont of the use of proportional representation. 
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Since eight legislatures will be empowered to create a single 
legislature, somewhat larger than any one of them, and 
containing under the Commission’s scheme approximately 
250 members, wo woidd anticipate two results. We would 
expect that the members of provincial legislatures, as 
electors, would be called upon to express a number of pre- 
ferences, which must normally exceed thirty and may run to 
considerably larger figures. We have been unable to discover 
any sufficiently analogous x^reeedent from which to judge 
how the system of proportional representation, Avhen applied 
on this scale, may be expected to function. Tlie second result 
of the system is tliat the number of votes which would suffice 
to secure a candidate’s eh'eiion hy a iirovincial legislature 
wouhl be on an average from ])rovinco to ])rovince as small 
as eight. TIk' use of restricted (piotas for a system of elec- 
tion, which must be secret, causes ns considerable aiixiety, for 
we cannot *hut attacJi importance to fours already expressed 
that a wide door is thereby opened to the employmeid of im- 
pi;oyjei' methods. Moreover, as we have already said, there 
is reas(»n to doubt whether quotas so small will in fact mduce 
any real sense of responsibility in the successful candidate. 

On tlie sum of these considerations w’o would ourselves 
inclin(‘ to the eouelusion that, a method whereby the Assembly 
W(Uih'( be wliolly or mainly constituted by indirect election 
A^’ould not be suitable. The certain objections seem to ns to 
outweigh the jiossible advantages. 

.134. A mixed system. — On the other hand, in view of the 
real advantages offered hy the indirect melhod, we think that 
it deserves eonsidoration whether these advantages could not 
by s(»nK‘ nunina bo attained without involving the oh.jeclinns 
to which w<‘ have draAvn attention. 

An Assembly comprising elements dravn from both direct 
and indirect election, securing on the one hand “ terri- 
torial ” 7 ’epresontatinii thr«*ugh indirect election hy provincial 
coniieils, and, on the other, the representation of the “ all- 
India ” point of view and of special inten^sts partly hy direct 
election and partly hy noininatio i, might secure advantages 
and eliminate disadvantages on both sides. Such a method 
of constituting the Assembly would admittedly still he open 
to the disadvantage that it would remove the possibility of 
making lln effective appeal to the country in the event of dis- 
agreement between the executive and the legislature ; and 
for this reason we are doubtful whether such a plan would be 
permanently suitable in the later stages of the development 
of the constitution. Bnt it is arguable that this objection need 
not ho conclusive before complete responsible government at 
the centre is introduced. As a transitional arrangement 
during the period, when the relations between the centre and 
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tke provinces have to be adjusted and the stresses and strains 
created by these relations taken up, there would be much to 
be said for having a central Assembly in which “ all-India ” 
views and “ provincial ” views could each be stated by their 
own respective representatives in debate. We think that a 
scheme of this nature might usefully be examined. We 
foresee difficulties, particularly in the matter of securing pro- 
per communal representation, but it is possible that these 
might be corrected by providing .s])eoial communal constitu- 
encies among the (iuota reserved for dli'cct election, this 
method perhaps being further reinforced by nomination in 
certain oases. We have not been able to work <jui in detail 
an electoral project on tlicse lines, but wo hope that the prac- 
ticability of such a scheme might be considered along with 
®4her alternatives at the Routid Table (,V)nferenco. 

135. Direct election. — We now turn to a brief considera- 
don of the system of direct election. The most obvious and 
perhaps the most grave defect of direct representation is, as 
the Commission have obseiwod,* ‘‘ the unwieldy and indeed 
extraordinary size of many of the existing constituencies 
rendering in their view reality of representation impossible. 
The difficulties of polling oven a limited electorate over an 
area so vast and of such varied physical characteristics are 
evident. In the ])ast direct election has c(u‘tainly not secured 
that intimacy between voter and candidate which it attain^ 
in small compact countries, and we may expect personal con- 
tact to become more difficult when the franchise- is extended. 
Nevertheless there are other considerations, of which wo con- 
sider that account should be taken before a <ielinite break 
with dirf'ct territorial representation is made. The real point 
at issue is whether the ydiysical coiidUhms of India in fact 
make direct election iueti(!otnal. 

We believe the facts to be somewhat as follows. T’irst. 
the central elector has exercised the franchise with increasing 
readiness and at least as freely as the elector to provincial 
councils,. A great deal of the business of the central legisla- 
ture is as intimate to the elector, and is as fully within the 
scope of his understanding, as the business of the provincial 
councils. Wo need cite only such matters as the Sarda Act, 
tlio income-tax, the salt tax, the railway administration, and 
postal rates. Even more abstruse matters, such as the ex- 
change ratio and tariffs, interest large sections of the elec- 
torate. Second, the electoral methods natural to the social 
structure of India may be held to some extent to reyjlace per- 
sonal contact between candidate and voter, a contact which 
adult suffrage and party organizations make increas- 
ingly difficult in western countries. The Indian eleo- 
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toratc ' is held together by agrarian, commercial, pro- 
fessional nnd caste relations. It is through these 
relations that a candidate approaches the elector, 
and in this way political opinion is the result partly 
of individual judgment, but to a greater (‘xtent than elsewhere 
of group movements. These relations and gr’oups provide in 
India a iiKians of indirect contact between voter and member, 
mincing the obstacles which physical conditions entail. More- 
ovej', we are impressed by the further consideration that ten 
years ago Parliament of its own motion sot iiyi for the first 
time a directly elected Assembly, representative of llie whole 
of India. That Assemlily. in jiart iierhayis because it is 
directly elect(?d, has appealed to the sentiment of India, and 
sown the seeds, us yet only fpiiekening, of real representa- 
tion. Accordingly, unless new considerations of greater im- 
portance ligve to he tak(>n into account, we feel reluctant as 
yet to condemn an experiment undertaken so reiiently In a 
count vj. awakening to political conseionsness. 

Advantages and disadvantages.- -On tliese general 
grounds Ave would hesitate to hold that the orthodox method 
of re}ircsontHiion by direct election is nnsnitcd to the condi- 
tion.« of India. It may be admitted that? dtiring these ten 
years direct election has not achieved all the results which 
Paidiami'nl perhaps hoped, nor has it overcome all the ob- 
slaelos which the vast size of tho country and the complication 
rtf separate electorates impose. But in many Avays i^s success 
has been growing, and it has contributed to the strength of 
the As.oembly as a focus of national allei^ance. On the other 
hand it Avonld not [irovidc that expression of provincial vicAvs 
as snol; Avliieh may ho judged desirable in the new comlitions 
contom])lated by the Commission, Tu financial matters, 
in ]mrlicnlar, this defect may be serious. But, as against 
a plain altornati\’e of indirect election, we believe that the 
balance of tho argument is in fa\'our of the maiiilenance of 
direct election. 

137. Summary. — We have uoav examined Inietly the 
methods of direct ami indirect election. For the circum- 
stances which exist to-day in India there is no i)a.rallcl in 
constitutional history, and the question is admittedly veiy 
open. Tho opinion of provincial GoA'crninents is di Added in 
regard to it. Without forming any final conclusion, we have 
expressed a preference for direct election, but have suggested 
that it may be found possible lo dcA'ise a eorabin ition of the 
direct and indirect methods, which might go far to roeoiieile 
the different considerations which have force on either side. 
One of the two preliminary points Avhich we took, when ap- 
proaching this question of the composition of the Indian 
legislature, was to disclaim any intention of suggesting its 
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ultimate form. Those who support the Commission’s ^scheme 
uan similarly maintain that its adoption to meet present con- 
ditions should not be taken as committing the country for all 
time to the indirect method of election. It is not impossible 
that, viewed in the light of })ractieal expediency, the Commis- 
sion’s proposals may attract considerable support. But, in 
any case, we feel that the method of election is essentiaily a 
matter, on which the considered judgment of Indian opinion 
should have great weight. We would ourselves bo much 
influenced by the trend of disc'iissions at the Round Table 
Conference upon it. 

138. Nomination. — ^AVe turn n(*w to the broad (]iiestions 
(tf the composition and size of the Assembly. The first yioint 
for consideration is the extent to which a nominated element 
should be retained. We have already expressed the view that 
the difiScultios inhercnl. in the problem at the centre would , 
he greatly enhanced by constituting the executive and the 
legislature on ]minciplcs which would widen the gap hetween 
them. If the proposals we make for a partnership 
between Britain and India, in the government of India, are 
accepted, it would, s('era to follow that there slioutd ho part- 
nership in the legislature as well as in the executive. A 
wholly responsible executive would iiaturally obtain support 
Jn a wholly populai- Assembly. But if at present the execu- 
tive must be, either by specific provision oi* by convcuition, 
of tb<- composite character we have envisaged cIse^vliciH), it 
can hardly count on obtainiiig ade(|iiate support for its ad- 
ministration as a whole, merely tlirongh tlie conuections of 
its political mombeis with the legislature. Accordingly, we 
do not think that the time lias yet come for the 
abolition of the nominated portion of tlie Assembly. AVe 
Avould retain nomination for the two puj'posf's of 
curing inequalities or defects in U'presentation by election, 
and of obtaining some additional support in the Assembly for 
an executive of the form which we contemplate. AA’^c would 
in this way secure an element to repres,ont the unenfranchised 
and inarticulate, as well ns spokesmen w'ho would explain and 
defend the purposes for which Parliament must retain 
uiterest i7i tlie administration of India. AA^e would not 
inci’onse the '|ircscnt number of members entering by the 
door of nomination, and we would allow the proposals, which 
we ijroeccd t(j make for the enlargement of the Assembly, to 
have effect in reducing the weight which the nominated 
element will in future have in debate and division. Th« 
proportion in which nominations might be divided by the Gov- 
ernor General between officials and non-officials should w« 
think be elastic. As harmony between the new executive and 
the Assembly grows, as wo hope it will, it should be possible 
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to malvje a diminishing use of nomination for the inclusion of 
officials. But the necessity for maintaining strength in the 
central Government forbids too drastic a limitation 
of the Governor General’s power to secure some meas\xre of 
assured parliamentary support. We hope that the necessity 
for the use of that power will finally disappear, but in present 
conditions we consider its retention a wise precaution. We 
would therefore impose the present maximum on the nomina- 
tion of oflicials, but otherwise leave the discretion of the 
Governor General in his choice •)! official or non-official 
nominees unrestricted. . 

' 139. The size of the Assembly and its life-time.— The 

total number of liie members of the present Assembly is 145. 
We consider rf'asonable the geiu'ral desin; for some eiilargo- 
imnit, but [(radical considerations must, we think, control the. 
increase iii membership. There arci limits to the number of 
officials wh(( can sit in the Assembly, and limits also to the 
extent to whicb iu>mination can be used wdtbout embarrassing 
results. Wlu'lc wc agree to some reduction in the existing 
pro])ovlion of uorninated to cli'ctod member'-', it !■< essential 
that the relative strength of the former should he sufficient to 
(Miahb' them to discharge the functions which wo have 
desevihed in the preceding ]>aragraph. Our gcnicral aim 
therefov(^ would he a house somewhat larger than at present, 
and we should contemplate a maximum strength of 200 
members. We .should ex[)ect detailed and local examination 
to shoAv that constituencies, wbich arrange the present electo- 
rate in suitabhi groups, and maintain the existing provincial 
proportions, need not number more than about 15(\ and that 
a maximum strength of 200 m<‘ral)ers would he approjmiate 
for a hou.se including also rejuvsentativos of special interests, 
and a nominated element. 

We accept the [(voposal of tin* (.’oiomissioii and of the 
Indian Central Committee that the life of the Assembly should 
be five years. 

140. The franchise. — The ])r oblem of the franchise for a 
directly elected Assembly ba.s Ui.turally not pi’osented itself 
to the Commis,siou, and in consequeiicc has not elicited any 
expressions of opinion from the provincial Governments. It 
was ia»t mexitioned by the Indian’ Central Committee. If 
direct election is retained, wo would be disposed to favour 
some extension of the franchise, in view of the smallness of 
the present electorate and its general character. Any reduc- 
tion in the pro])ortion of the nbminated element in the 
Assembly, official and non -official, Axhich at present alone re- 
presents the unenfranchised and inarticulate, makes an ex- 
tension of the franchise more desirable, and we think that the 
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franchise qualification should he investigated by the Fran- 
chise Committee, with instructions to make suggestions for 
a reasonable extension. 

141. Constituencies. — ^We do not desire to cover again the 
ground of communal representation and the forms which it 
might lake, so fully explored by the Commission.'^ AVc are 
in accord with their general conclusions and, in the 
absence of agreement at the centre, would feel bound, 
in a directly fleeted Assembly, to retain communal representa- 
tion, derived from separate electorates, approximately in 
its present proportions. The territorial constituencies 
would then be differentiated as non-Muslim, Muslim, Sikh 
and European. We ivoidd keep the existing <listribution by 
provinces, unles,s on further examination some modification 
seemed ne(*.essary and feasible, but we would aim at carrying 
into effect the proposals of the Commission for the elected 
representation in the Assembly of the centrally administered 
areas. The special interests to he represented by election 
might continue to be those of landholders and Indian com- 
merce. We think it important that European conuneree 
should h(> directly represented in the Ass<'mhly. 

142. Illustrative statement. — While wo ha^'e left open 
the question whether the Assembly should bo coustituled by 
direct or indirect election, we think it may be an advantage 
if we sljow in detail tlio comimsition wo would suggest for a 
directly elected Assembly. The Assembly would have a 
total maximum strength of 200 members, including 150 mem- 
bers returned by tcrintorial constilucncies. The 50 remain- 
ing seats would bo filled by the return of 12 members by 
direct election to represent the interests of landholders and 
Indian commetce, and by the nomination of 38 members. 
The former category would include, as at present, 7 repre- 
sentatives o.f landholdoi-s and 5 rex)re8ontatives of Indian 
commerce. The nominated category would contain .a limited 
num)')er of officials within a maximum of the present figure 
of 26, and would provide for the representation intnr alios of 
th(i depressed classes and labour, until conditions permit the 
use of direct election by these interests. 

The statement which we append docs not comprise all 
the 200 seats. It has been prepared in illustration of a 
possible distribution by provinces and communities of the 
15(» seats, which would be filled by election from the general 
territorial constituencies, and to show a comparison with the 
existing arrangement. 
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The Upper House. 

143. The need for a stroi^ second chamber.— “The Coun- 
cil of State ”, the Commission remark,* “ represents the 
more conservative elements in the country and, in particular, 
sections of society which have most to lose by hasty and rll- 
considered legislation We believe that danger of such 
legislation will long coiitinue and that a second cliainber 
will always be required as an element in the Imlian 
legislature. There arc, however, reasons why at the present 
stage the ( . 0 ) 111(01 of State should "be compose(J with XJarticular 
care. It is not proposed to have a form of purely popular 
government at (he centre, and a unitary executive, however 
amenable to the influence of the Assembly, cannot be directly 
responsible to it. In those circumstances, we cannot oxiieet 
that luirmon\' !>etween the executive and the lower house will 
always jirovail, and the merits of administrative policy 
may not invariably receive that consideration which the 
executive would desire. It is of imriortance, therefore, that 
tliore should be a second chamber, so conslitiiti'd as to be 
able to give ;o the e.x('ciitiv(> iMNisoiiahie and discriminating 
support. Again, the (lovornor (icneral will continue to be 
charged with the duty of securing those ]mrpos(*s which 
will bo the concern of J’arliamcnt, and it is desirable that, 
as far as jxjs.sible, these powers should not he brought into 
play in opposition to the wish(?s of the Assembly, until the 
decisions of that body hiivo been reviewinl by the calmer 
.iudginent df the (Vnmcil of 8tat(f. 

144. Numbers and qualifications of members. — The Coun- 
cil of State has in the past exorcised to the great benefit of 
the country the functions which we Inive just do8(!ribed, and 
wo think that it should remain much as it is at pj’esont. We 
conciu' in the cojiclusions of the Cominissio)! that the 
numhei’s and the proportion betw^eeu elected and iion- 

« elected should be left imchanged, and that the qualifications 
for membership of the upper house should continue to be high. 
The present qualifications for membership are the same as for 
the franchise, and 'we agi'ce with the Commission that they 
might in future be perhaps le,ss wide than at present. An 
ouquiry into suitable qualification.^ might well bo undertaken 
on the lino.s suggested by the Commission. 

145. The electoral method. — The present method of return- 
ing members of the Council of State by direct election has 
been succes.sful in composing tbe upper bouse on suitable 
lines. Our own preference would be for maintaining the nre- 
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sent system, but we recognize that, if the Assembly were to 
continue to be constituted on the basis of direct election, there 
might be some advantage in taking occasion through the 
Council of IState of familiarizing men’s* minds with the 
federal idea and the system of indirect election proposed 
by the Commission. We would, however, make our accept- 
ance of change in the existing method of election conditional 
upon two objects being attained. We should Avish to be 
satisfied that the change involved no prejudice to the rights 
of minorities. Our second proviso would be that the 
change commended itself to public opinion. Subject to 
these two considerations, we should be prepared to accept 
the proposals of the Statutory Commission. 

146. Nomination. — There are two arguments, which 
weigh with us in retaining the existing proportions of elected 
and nominated members. First, we hesitate to rely altogether 
on the qualifiQations, which will be prescribed for candidates, 
to secure an element w'hich has proved valuable in the past 
and is indispensable in a senatorial body. In paragraph 8 of 
our Reforms Office despatch No. 3, dated the 6th May 1920, 
Lord Chelmsford’s Government made the following observa- 
tion : “ The functions of such a chamber, as we conceive 
them, are tho.se of a rcAusing body, capable of exercising in 
• relation to the popular chamber a restraining though not 
an overriding inHuencc, and its composition is a corollary 
of its function.s. Th(f members of such a body must be 
persons possessing what has been called the senatorial 
character ; they must, that is to say, be men who will bring 
to bear, on problems of State, the qualities of knowledge, 
experience of the world, and the sobriety of judgment whicn 
comes thereby. No form of indirect election could satisfy 
these requirements. At its best, this method would produce 
a body which merely reflected the views of popular elec- 
torates ; at its worst, one which consisted of the delegates 
of small electoral cliques ; but in no circumstances could 
it yield a true senate.” We do not now press these views 
eo far as to reject indirect election altogether. They are 
however still a justification for retaining adequate scope to 
maintain by nomination the senatorial character of the 
chamber. Second, we consider it desirable that for some 
time longer the central Government should be able to count 
on support from the upper chamber. For that reason it is 
essential that the Council of State should remain a body 
of conservative disposition. We would, therefore, retain 
the power possessed by the Governor General to make 
nominations both of officials and of non-officials, observing 
that the Governor General is at present under no obligation 
to nominate the maximum number of officials and indeed In 
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practice nominates a smaller nnmber. We would hope that 
this discretion to reduce the nominations of officials might, in 
the future, he more freely exercised than at pr^ent and it 
might well be that if the method of indirect election were 
adopted, more frequent resort to nomination of non-officials 
might be necessary, in order to represent interests or com- 
munities whicli fail to secure representation through pro- 
vincial legislatures. 

147. iiife-time. — ^WHiether the Council of State is elected 
directly or indirectly we agree with the view of the Statutory 
Commission that its life should be seven years. 

DEFENCE. 

Administrative problems. 

148. Connection of civil departments with the administra- 
tion of defence. — Having described the general administra- 
tive and legislative dispositions at the centre, 'which appear 
to us to accord best with present conditions, we desire to 
consider in greater detail how these dispositions will affect 
some of the more important of the departments’ of Govern- 
ment. The Commission have fully recognized the importance 
of the subject of defence, wliicli indeed constitutes one of 
the most difficult of all the problems at the centre. In, 
putting forward their scheme, they have been largely 
actuated, as they point out, by the desire to remove what might 
otherwise term a continuing barrier to constitutional progress. 
Any proposals designed to produce this result merit the most 
eureful and sympathetic consideration. We have already 
discussed the proposals for the exclusion of defence in so 
far as they affect the structure of the central executive ; 
and we have examined in that connection the suggestion 
that the removal of the control of the army from^ the 
Government of India would clear the way for constilutional 
advance. We will now endeavour to consider how the pro- 
posal would affect the army administration itself. We have 
been impressed by the accuracy and insight with which the 
Commission have analysed the problem, and by the in-., 
genuity of the solution which they propound. The essence 
of their p’ oposal. as we understand it, is a mutual agreement 
between Great Britain and India that for the time being the 
defence of India should be regarded as an Imperial con- 
cern carried on in co-operation vdth, but outside, the civil 
adminialralion of +be country. Bv a similar agreement, a 
^ed total sum wmdd be made available from Indian revenues 
for dofencu exttendi'ure sub’eu*^ to revision at suitable in- 
tervals. T^e idoa has undoubtedlv many attractive features. 
We have however, to ask ourselves two questions, first, 
whether. iti en 'eavour to avoid, a constitutional difficulty 
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of a spoc;al character, India may not fall into a greatoir 
danger by attempting to detach an important function of 
Governmoiit from its true place in the organic whole ; and, 
second whether the control of defence can as a matter of 
fact be isolated ih the maimer proposed. It has to be remem- 
bered (and experience in all countries during the Great War 
has brought home this lesson very forcibly) that 
the administration of defence cannot be made the 
business of one department of Government alone. 
The successful conduct of war does not depend solely on* the 
strength of the armed forces available, the manner in which 
they are raised and controlled, and their general state 
of preparedness, but upon the combined efforts of the Gov- 
ernment and the country as a whole. A modem war may, 
and generally does, involve all the resources of tlie nation. 
In considering the wider asiiects of the defence problem, the 
defence administration of the State cannot be dissociated 
from othcj' brandies of the administration, such as finance, 
maintenance of order and the quelling of civil disturbances, 
posts and telegraphs, railways, trade, shipping and transport, 
labouj‘, health, and even education. The efficiency of the 
fighting services depends to a large extent on the general 
efficiency of the nation in these departments, and on the 
. degree to which the national resources have been co-ordi- 
nated in [loace, and can be harnessed in war. The respon- 
sibility of Government for defence is thus a joint responsi- 
bility. The Gomihission evidently had these facts in mind, 
for they have laid special emphasis on the necessity for 
contimiing unimpaired the help and assistance which the anny 
at present looks for and obtains from the civil admiuistra- 
tiem. If we have correctly followed their line of thought, they 
believe that the co-operation of the civil departmejats inHhe 
day to day administration of defence can be secured on ilie 
same has’s of mutual agreement as is necessary to the ia- 
trodnetion of their scheme as a whole, though the moans for 
ensuring such co-operation must in the final resort rest in the 
hands pf the Governor General. We have to examine this 
assumption from the practical point of view. 

149. Position of the Army Department under the e^^ting 
g^tem. — ^In the central Government as at present constituted, 
there is no fundamental difficulty in correlating the acli/itios, 
and defining the responsibilities, of the various civil depart- 
ments in regard to defence. Questions, which are the joint 
concern pf the' army and one or more civil “departments, are 
dealt with under the ordinary inter-departmental routine of 
tlie Government of India, and decided ultimately, in the eyent 
^ of disagreement, by a. reference to Council. It is true that 
' the procedure is sometimes found to he cumbrous, and that 
the Veed for a' co-ordinating institution, analogous to tho 
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Goauniltee of Imperial clefenee, is not infrequently felt, Thi» 
is at the most, however, a remediable defect in the adminis- 
trative machinery. The Government, in its present unitary 
form, does provide the means of solving departmental differ- 
ences, and precludes the possibility of deadloek. 

150. Our apprehensions regarding the position of the 
Army Department under the Commission’s proposals. — 'We do 

not feel sure that this would still be the case under the arrange- 
ments })roposed by the Statutoiy Commission. The Army 
Department would cease to be a constituent unit of the 
central Government. It could no longer rely on its position 
as a department of the Government of India for 8uppf»rt 
when claiming the co-operation of other departments, or (?n- 
deavouring to impress upon them its peculiar requirements 
CT points of view. The burden of persuading a civil depart- 
mmit in the last i*esort to take or withdraw any action in the 
interests of the army would rest upon the shoulders of the 
Governor General, whose task would be made no easier by 
the fact that the central Government had been deprived of 
its direct share of responsibility for defence. It is not, 
ih our opinion, merely a question of the provision of facili- 
ties in regard to reoniitment, transport, and other matters. 
The Aimy Department is in contact with civil departments 
from day to day. At present it deals with them on an equal 
footing : bul if it became an authority separate from the 
central Government, some frietion would almost certainly 
ensue. The position of an excluded Army Department woidd, 
we think, be difficult enough even if the central executive were 
constituted, as the Commission proxjose, with an official ele- 
ment, and were not responsible to the legislature. But iC.the 
excljision of defence fulfilled its avowed object of removing 
the constiiutional barrier to complete self-government and 
the Anny Department, administered by an Imperial agency, 
found itself in daily contact with a central Government 
respousihle to the legislature in all respects, we apprehend 
that the possibilities of friction would bo greatly increased. 

151. Arguments on the other side. — ^It is, of course, pos- 
sible that we have over-estimated these disadvantages. It 
may be contended’ that so far as the provinces are conceniod, 
should^ effect bo given to the constitutional proposals of the 
Commission, the co-operation which is needed for the success- 
ful administration of defence must depend in the first 
instance on goodwill and mutual understanding Ghe ulti- 
mate power resting in the hands of the Governor General), 
whether the anny remains an integral part of the Govern- 
ment of India or not. In regard to the centre, it might fur- 
ther ho argued that as a matter of fact conflicts between the 
ar m y and the civil departments are not frequent, and that it 
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is hardly reasonable to assume that antagonism and opposi<o 
tion Mill become the rule, and co*operation the e)cceptioti^ 
merely because the army has been placed, for administrative 
purposes, under the Governor General. Though under tbe 
Oommission’s proposals the army administration would be 
outside the Government of India, the resimnsibility of the 
latter to co-operate in the defence of the country would re- 
main unimpaired, and the powers of the Governor General 
would be in reserve to enforce that responsibility. It might 
jilso be questioned whether an army administration, cxclud^ 
by mutual agreement from the Government of India, would 
be faced with any greater diihculties in securing co-operation 
m.'d co-ordination of effort than an army administration form- 
ing i)art of a _ Government of India, which was in other 
matters responsive to the legislature. We do not ourselves 
hold these views, but we think it desirable, in connection with 
so im})ortaiit a proposal, to state the ai'gumeuts on either 
side. 

152. In the legislature.<^The removal of the Commander- 
in- Chief and the Aimy Department from the Government of 
India might lead to complications in the legislature. The 
Cornmissioji observe that the Anny Secretary would be 
available in ihe Legislative Assembly. He would however 
cease t(» bo an official of tlie central Government, and, as that 
Goyerumeut would be divested of its share in the respon- 
sibility for defence, he, would act, not as its spokesman, but 
as the mouthpiece of an Imperial agency. His position in the 
Assembly as the official exponent of policies for which the 
Government of India tvere not responsible, would bo in our 
view' anomalous and embarrassing. There is already a ten- 
dency to (iriticize tlie exi.sting ari’angement under which the 
Army Department is represented in the Assembly by a Sec- 
retary, and not by a member of the Government. We think 
that there might be greater cause for dissatisfaction if tlje 
spokesman on military matters were not even an official of^ 
the Government of India. The (/ommission indeed propose* 
that the Leader of the Federal Assembly should take charge 
of important debates on military . ubjects : but although the 
Leader of the Federal Assembly might personally carry great 
weight, his role, in army debates, would be merely that of an 
advocate briefed for the occasion. 

Here again wc do not overlook the arguments on the 
^other side. If defence were excluded from the Government 
of India by general agreement, the Assembly might tend to 
concern itself less with the details of army administration) 
especially if it were represented in a standing defence com- 
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mittee, and had opportunities for the discussion of anny 
policy, as the Commission suggest. 

153. Effect upon the Indian soldier. — Our arguments so 
far have dealt with the administrative objections that might 
he urged against the Commission’s proposals. There is 
another important aspect of the matter. The Conmiission 
have stated* in their report the main argument on which their 
proposal is based. It is the principle that the protection . 
of the frontiers of India, at any rate for a long time to come, 
should not be regarded as a function of an Indian govern- 
ment in relation with an Indian legislature, but as a matter 
of supreme concern to the whole Empire, which can only bo 
effectively organized and controlled by an Imperial agency. 
We do not here wish to enter into the question of the fiegree 
to which the defence of India may be regarded as an Imperial 
rather than a purely Indian concern. We do co<} aider it 
relevant, however, to note that the greater part of tlio rank 
and file of the army in this country consists of British Indian 
subjects. The Commission’s proposals might be thought to 
have the effect of removing Indian officers and men from the 
eerv’ice of the Government of India, and of turning them into 
employees of an Imperial agency, whose policy might be 
dictated to a large extent by the War Office. It is possible 
that the effect of this change in the. status of the Indian 
Uoldicr would not immediately be felt. Under the Commis- 
sion’s proposals, the army would still be directly subordinate 
to the Commander-in-Chief, and would still be under the 
supervision of the Governor General. The dissociation of 
the anny from the Government as a whole might, however, 
in time produce reactions unfavourable to the Indian sofdier 
during his army career, and might also tend to dej>rivo him 
of the protection and sympathy of the civil administration 
in his retirement. 

The advocates of exclusion may reply that here .alsf) the 
^odwill and co-operation of the provincial Governments must 
be assumed, and that, if these are not readily forthcoming, the 
Government of India would at any rate be in no better a posi- 
tion than a separate Army Department to siecure the interests 
of individual soldiers and pensioners. 'We do not ourselves 
hold this view. We believe that, in this as in other matters, 
the representations of the Government of India are likely to 
carry more weight with local Governments, "ho matter how 
autonomous, than those of a detached authority. 

154. Conclusion : the army should preferably remain 
under the Government of India. — Our conclusion. . aifter 
weighing the arguments on both sides, is that it would be 
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prefeval»]e that the Government of India shonJd retain 
its control of the administration of defence. The Oommis- 
sion themselves, however, recomnnend the adoption of their 
scheme only on the understanding that it meets with accept- 
ance. If Indian opinion were decidedly in its favour, we 
should he prepared to reconsider our views. The proposal 
hitherto does not appear to have enlisted any public support. 

155. The portfolio of defence.r— If this view is accepted, 
the portfolio of defence would continue to be held by a 
member of the central Government. This brings hs lo the 
question of the position of the Commander-in-Chief. We 
consider that there is great force in the Commission’s re- 
commendation that the Commander-in-Chief should cease 
to be a member of the central Government, occupying a seat 
in the Indian legislature. The present official position of 
the Oomraandcr-in-Chief, combining as it does the func- 
tion of the supreme Commander of the forces in India with 
that of permanent Army Member and Government spokes- 
man on aimy affairs, is becoming increasingly diflficnlt and 
embarrassing. The problem had arisen before the ax)point- 
rnont of the Statutory Commission, and we had already for 
some time been consideiing the possibility of some such solu- 
tion as the Commission propose. We agree that the 
Commander-in-('lhief should cease to be a member of the 
Indian legislature : and we recommend that his place in 
that respect should he taken by a civilian member for de- 
fence, who would become the responsible member of Oov- 
emment and Government spokesman in the legislature in 
all matters of defence policy. This, in our opinion, Avould 
constitute the simplest method of relieving the CoiniTiander- 
in-Chief of duties wdiich are extraneous to the nature of his 
profession and appointment. The change would involve no 
dislocation of the existing machinery and the actual conduct 
of business between the Army Department and Army Head- 
quarters would proceed on the existing lines. Thf-*^ Com- 
mnndor-in-Chiof should, however, retain the right of direct 
access to the Governor General, and should, as a 
matter of rule, be present in Council when military affairs 
are discussed. The mutual relations of the Commander-in- 
Chief and a civilian defence member would not present 
the ditheulties that were found to arise when the Com- 
mander-in-Chief and the military member, both high mili- 
tary officers, w^ere both also permanent members the 
Executive Council. 

156. The army estimates. — ^We find ourselves in agree- 
ment with many of the Commission’s observations on the sub- 
ject of military expenditure. It will be for His Majesty’s 
Government to consider whether the Commission’s argn- 
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ments iu favour of a subsidy from Imperial revenues 
should be accepted, and vrhether the Government of India 
oan establish a claim to a fixed contribution determined by 
the factors to which the Commiss’ion have referred. We 
are in fa\'our of the proposal for the constitution of a com-- 
mittee on anny affairs, including members of the central 
Icgtslatnne, for the purpose of discussing and keeping in 
touch with military questipns, as tecommeJided* by the 
Commission. We are also iih favour of the Commission's 
suggestion that military expbnditnre from Indian revenues 
should hencefoi-ward take the form of an annual total sum 
fixed for a ))criod of years, and I'evised at intervals. The 
general position of the legislature iu regard to defoiiee matters 
should, however, remain unchanged : iu particular, the exist- 
ing facilities for the annual discussion of military policy and 
expenditure, in the course of the hudgel deb'ates iu the 
Assembly, should continue. 

hidianisation, 

157. The Commission’s survey of the problem. — Iu chapter 
10 of the first volume of the report, the Commission have 
presented a comprehensive picture of the military problem, ^ 
notable for its impartial, yet sympathetic, treatment ot a * 
most difficult subject. That the Commission recognize llio 
supreme importance of this question is made clear 
in the first sentence of the chapter, where they observe that 
in considering the implications of the policy, to the pursuit 
of which the British Parliament is solemnly pledged, for the 
increasing association of Indians in every branch of Indian 
administration, and for the development of responsible gov- 
ernment in Briiisli India, no question is at once more difficult 
and more crucial than the„future organization, recruitment, 
and control of the army in India. f AVe think it worth while 
to quote in full one passage ;t 

“ For the purposes of the constitutional inquiry 
upon Avhich we are engaged, the method by 
which Indianization might proceed is not 
se immediately important as the fact that 
it has at length begun, and that it is 
recognized that the pace at which it pro- 
ceeds is cjonditioned by the efficiency of 
the results obtained. A completely self- 
, governing India must be in a . position to 
provide itself with aimed forces', fit to 
undertake the tasks lyhich armed forces in 
India have to discharge, so far as those tasks 
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axe the special concern of India itself. It is 
not to be supposed that units recruited in 
Britain and officel*ed by British officers are 
, going to be mercenaries in some future India 
where the ultimate military authority rests 
with an Indian Minister for War or with 
an Indian Cabinet, responsible to an fndian 
elected Assembly,^®^^ian nationalists are, 
therefore, perfectlyB^t in attaching great 
importance to army questions in India in 
relation to India’s constitutional develop- 
ment. It is essential to the honour of 
Britain, in relation t<‘ tlie assurances which 
have been given that we are sincerely aim- 
,ing at the attainment of self-government in. 

India, that the transformation should be 
given every fair chance. The change is 
bound to be slow, and it is much more likely 
to come about smoothly and successfully, 
if the difficulties are honestly faced on both 
sides in a spirit of complete goodwill.” 

These words sum up clearly and succinctly th(! whole 
problem of Judianization. Tt is of paramount im- 
port anee that wo should satisfy Indian public opinion that 
we are in earnest in our policy, and that our measures of 
Indianization are directed tov'^ards a definite goal. It is 
equally importaiit that our critics, on the other hand, should 
recogiiizo that the maintenance of efficiency is an indispen- 
sable cojidition of progress, and that this plea is not raised 
for the purpose of obstructing legitimate demands. 

158. The Commission’s recommendations. — The Commis- 
sion have put forward a tentative proposal* for the develop- 
ment of a separate army of a dominion pattern, recruited for 
purposes of internal order, but sharing with Imperial 
troops the burden of external defence. Tliis army, if and 
when created, would be under the control of an Indian 
minister. The suggestion is repe.rted in paragraph 211 of 
the second volume, where it is further made clear that the 
dominion army would be independently paid for and con- 
trolled, and contain no British element. The Commission 
recognize, however, that the suggestion raises many diffi- 
culties, technical and financial, and that the time for so 
considerably a departure from the established organization 
has not yet come. We shall return to this subject later. 
For the present the Commission urge that we should go for- 
ward steadily, as we are pledged to do, with the Indiauiza- 
tion of the army, subject only to the overriding requirementg 
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of military efficiency : and they consider that this obligation 
should continue to be honoured in the letter and the spirit 
if the army in India were to pass, as they suggest,* out of 
the control of the Government of India. We nee^ hardly 
say that we accept this view of our obligations. Our present 
policy of Indianization is indeed based upon it. We believe 
that the pursuit of that policy, in the language of the fore- 
word published with your jpredeeessor’s approval to the 
report of the Indian Sandhurst Committees, “ offers the sure 
stable line of advance towards the creation of a dominion 
h^y By “ the creation of a dominion army ” we mean 
.(.the evolution of a self-contained Indian force, to be com- 
mandedi'fpd officered eventually by Indians and to be under 
^e eontroi of a self-governing India. We propose to describe 
*D]ri4^y the progress that has already been made in Indianiza- 
^ tion, i^ftce the announcement of decisions on the report of tho 
!|bidian Sandhurst Committee, to state 4;he position now 
reached, and to indicate what the next steps in advance are 
fv likely to be. 

159. Progress of Indianization since 1928. — In Maich 
1928, we announced that in future the number of vacancies 
available for Indians at the Royal Military College, Sandhurst, 
^ould be increased from ten to twenty a year, and that some 
vacancies would be thrown open to Indians at the Royal 
Military Academy at Woolwich, and the Royal Air Force 
CoRege at Cranwell. The first e.xamination under the new 
conditions was held in November 1928, but it was not until 
the November examination of 1929 that, for the first time, 
the number of Indian candidates qualified for Sandhurst 
exceeded the uumber of vacancie.s offered. At that examina- 
tion, eighteen candidates passed tlic examination, against ten 
vacancie.'i. At the same examination, six Air Iforce candi- 
dates, i.e., the minimum number required to initiate an Indian 
Plight, .succeeded in qualifying for Cianwell, and two Indians 
also passed into Woolwich. Tip to that point, no Indian bad 
passed for. either Woolwich or Cranwell. We have recently 
received final results of the examination held in June 1930. 
Two candidates succeeded in qualifying for Woolwich, and 
ten for Sandhurst. The number of those qualified for Sand- 
hurst was therefore, on this occasion, exactly equal to the 
number of vacancies offered. For future calculations, it may 
be assumed .that the number of candidates qualifying for 
Sandhurst will not fall below’ the present number gf vacaiiciei^ 
namely twenty a year. To these should be added a nnmljeir 
of Viceroy’s commissioned officers nominated to Sandhurst 
as Viceroy’s commissioned officer cadets. The prescribed 
annual maximum for such nominations is five, but for the 
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pi'osent uol more than tv'o or three suitable candidates ar^ 
likely to be forthcoming from this source every year. In 
addition, ive may expect an average of three or four candi- 
dates a year qualifying for either Woolwich or Cranwell. 

160. Number of Zndianizing units required. — Aji annual 
output of twenty officers with direct commissions from Sand- 
hurst, together with an annual average of two or three 
Viceroy’s commissioned officers granted King’s commis- 
sions, will, in the course of time, supply an officer establish- 
ment sufficient for a complete infantry division of twelve 
battalions, a pioneer battalion, and a brigade of three regi- 
ments of cavalry, together with an adequate margin for 
^ciliary departments, staff and command appointments, and 
*for wastage in premature retirements and transfers to civil 
departments. . The calculation assumes the conversion of th(r 
officer establishment of Indian units from the existing pattern^ 
which consists of twelve to fourteen King’s commissioned 
officers and nineteen or twenty Viceroy’s, commissioned 
officers, to a homogeneous (iadre of twenty-three to twenty-five 
King’s commissioned officers. Our scheme therefore at its 
present stage, envisages the Indianization in all of_ sixto etjL 

* u nits of ^-avalry. infantry and pioneers, in addition" “fo 
sucIT* units of artillery, signals and engineers as may 
hereafter ht* officered by Indians from Woolwich, and to 
the air squadron which we hope to raise gradually with 
Indian officers trained at Cranwell. The eight units hitherto 
set apart for Indianization are still officered on the pattern 
ineiitiotied above. But these (»fficer establishments will iu 
the course of time be insufficient to accommodate the increas- 
ing number of Indians commissioned through Sandhursiv 
It will then be necessary either to set apart more units for 
Indianization or to begin the cfuiversion of the officer estab- 
lishment to the British pattern, or to introduce a combination 
of both these measures. We have not yet decided which 
procedure we shall adopt. An important factor iu the deci- 
sion must naturally be the necessity of securing the rights 
and prospects of the Viceroy’s commissioned officers, and of 
the sepoys and sowars who enter the .irmy with the ambition 
of being promoted to Viceroy’s commissioned rank. 

161. Question of an Indian mWtary college. — ^Thc in- 
creasing numbers of succes.sful Indian candidates at these 
examinalions bring us nearer to the point when the ques- 
tion of the establishment of a military college in India 
must he decided. The Indian Sandhurst Committee, in 
paragraph 44 of their report, stated that according to the 
expert evidence they had received, the desirable number of 
candidates for the starting of an Indian military college, if 
it were to have an efficient organization, was 100. They 
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accepted that as the initial nnmber, and proposed that the 
college should be inaugurated in 1933, with an intake ot 
33 cadets in that year. The establishinent of 100 was to 
be reached in 1935, when the first batch of entrants would 
be c(»mTjieucing the third and last year of their course. The 
Oommiltcc, in their recommendations, followed th(> models 
provided by the Dominion military colleges at Kingston and 
Duntroon, where the noional course of training is three or 
four years : and we agree that the Indian military college 
when established should be on the lines of those colleges 
rather than of Sandhurst, where the course lasts for eighteen 
months only. We also agree with the Indian Sandhurst Com- 
mittee that 100 is a desirable number, though not an indis- 
pensable minimum, for the foundation of an Indian military 
.college. To absoi*b an annual output of 33 officers, if that 
wore <he figure accepted, it would be necessary in course of 
time to expand the number of units selected for Tmlianization 
from sixteen, the number required for the present output, up 
to about 25. The rale of progress of Indianization in artillery, 
engineers, signals, and air units, is at present too uncertain 
to be included in this estimate. 

1G2. Arguments that might be urged in favour of Sand- 
hurst from l£e military point of view. — ^The alternative to the 
creation of an Indian military college would be a further 
increase in the number of vacancies available for Indian 
cadets ai the Royal Military College, Sandhurst. His Excel- 
lency rhe Commander-in-Chicf points out that there is much 
to be said for the retention of Sandhurst as the training ground 
of Indian King’s commissioned officers as long as possible, 
provided that the progress of Indianization is not thereby re- 
tarded. The traditions which have been established over long 
years at Sandhurst, and the fact that the Indian eaileto there 
mix freely in work and games with boys from English pub- 
lic schools, have undoubtedly a beneficial effect. It can be 
shown that many young Indian cadets, after a Sandhurst edu- 
cation, are holding their own with their British contempora- 
ries : and those who advocate the retention of Sandhurst 
feel no doubt that the same results would not be obtained 
from a college established in India, which for many years te 
come would have no such traditions as Sandhurst and no cor- 
respotiding esprit rfc rorps. While sympathizing with the 
wide-spread desire among Indian public men to see a railiUivy 
college established in India, those who hold this view nve 
de^tely of opinion that the present high standard of edu- 
cation, combined Avith the surroundings and tradith.us of 
Sandhurst, resulting in the formation of character, will not 
be maintained in an Indian college, and that the quality of 
young Indian officers entering the army will consequently 
deteriorate. 
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163. Argfiuaents that might he urged in. favour of Sand' ' 
hurst from the political point of view. — ^Indian political: 
opinion Las hitherto expressed itself clearly in favonj* of the 
creation of an Indian military college in accordance with 
the recommendation of the Indian Sandhurst Committee. The 
considerations stated in the preceding paragraph might 
however be acknowledged by some of those who press for an 
Indian military college, if they could be assured of a guaran- 
tee that the retention of Sandhurst 4rbuld in no way prejudiw 
the rapidity of Indianization. Indian sentiment, both within 
and outside the army, attaches considerable value to the 
hall-mark of Sandhurst. One of our Indian colleagues has 
expressed the view that it would be better that India should 
eontinue for some time yet without a military college of her 
own, than that Indian officers should come to be regarded as 
possessing qualifications ixiferior to those of their British 
eontemporarics in the Indian Army. He fears that this argu- 
ment of inferiority might bo used to retafrd the pace of Indiani- 
sntion in future, and he observes that if it is found neces- 
sary for young Indians appointed, for instance, to the; Indian 
Civil Service or the Forest Service, after open competition 
in India, to be scut to Europe for further training, a period 
of training in England would seem equally necessary for 
jroung Indian officers of the army. It would be possible to 
point, in illustration of this argument, to the proposal of the 
Indian Sandhurst Committee that Indian cadets, after com- 
pleting their course at the Indian military college, should be 
attached for one year to British battalions stationed in the 
United Kingdom. To cite another instance, although the 
teaching in Indian Universities has reached a high standard, 
there is still in India a great demand for admission to British 
oniversilics. Even if the Indian military college, therefore, 
produced from the outset officers as good as those trained at 
Sandhurst, the fact might not be recognized for some time by 
the Indian or the British public. He further urges that inas- 
much as any expansion of indianization will involve a decrease 
in the number of British officers of the Indian Army, there 
ehonld be less difficulty in accommodating the increasing num- 
liers of Indian cadets at Sandhurst. If therefore His Majesty’s 
Goveniment could arrange to secure the admission of Indian 
cadets to Sandhurst to the extent which the progress of 
Indianizalion required, there would be pounds for postpon- 
ing the estahlislunent of an Indian military college for a 
considerable time to come. An Indian military college is 
moreover bound to be expensive, both in its capital cost and 
in its recurring charges, if it is to be founded and maintained 
on lines comparable to Sandhurst. He anticipates that, from 
the ])olit)cal and financial, as well as the military, points of 
view, the alternative of retaining Sandhurst may find some 
support . 
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164. Argnunents for an Indian military college. — On the 

other hand it may ho arj^ed that a course of three, or pos- 
sibly four, years in an Indian military college, beginning in tJie 
seventeentb or eighte(*nth year of age, when boys are still 
comparatively impressionable, «‘ould be made at least as 
elTective as the training imparted during eighteen montlis at 
Sandhurst to Indian cadets, who rarely go there, undei’ ilie 
presejit i^ystem, until after iliey are I'lineteeii. The advan- 
tages resulting from n.-!.so('iatio!i with British contemporaries 
might perhaps be seenrod, when the time comes, in another 
way, namely, by extending, for Indian officers, the period of 
attachment to a British unit, before they are iJosted to the 
Indian army, from one year, as at present, to, say, tw<j years. 
Further, it may be thought that the qualities of initiative and 
comradeship, the comhinatioii of which is essential to the 
making of a good officer, are actpiirod I'ather during the time 
spent at an institution such as l)ehra Dun, or at an English 
public school, than during the later, and shorter, stage of a 
course at Sandhurst. By taking its cadets at a more forma- 
tive age, and by training them longer, an Indian military 
college could supply to some extent the advantages of a pub- 
lic sclmol education for those who had not already had it : 
and there is no reason to .supp<*se that the military authori- 
ties in charge of the direction of lln^ college could not, by 
choice of staff and in other ways, ensure the provision of a 
first class training. The Indian Sandhurst OoTnmitl.ee 
were obviously guided by considerations such as these in 
making their recommendation for an Indian military col- 
lege — a recommendation that has received much sn])port from 
Indian public opinion. We cannot ignore tlie strength of 
the demand for such a co11e.ge. In spite of the Htiancial 
assistance granted by Government to Indian cnd<‘t;i, we 
cannot doubt that the expense, the distance from fiidia, ajid 
the unfamiliarity of the snrroundings, are factors which 
deter a number of parents at present from offering their 
sons for a military career. There is a general impressioiir 
that in spite of everything that Government can do, the cost 
of education at Sandhurst" remains excessive, and that Indian 
cadets are handicapped in various other wa,y8. This feeling 
is bnt natural. To appreciate its force it is only necessary 
to imagine what would he the attitude of British parents 
who desired to send their sons into the anny, if there were 
no military college in Great Britain, and every English cadet 
had to bo trained at an institution in a distant country. It 
would not he long before public opinion, in such cir- 
cumstances, demanded the establishment of a military college 
in Euglaiul. A.n Indian military college will in any case 
become inevitable as soon as Sandhurst can no longer accom- 
modate the increasing numbei's of Indian cadets. We do not 
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know w'heii that point would be reached: it would depend, 
among other thuigs, upon the attitude adopted towards this 
question by the Army Council. But, even if the military 
authorities in England w’ere willing to accept Indian cadets 
at Sandhurst in sufficient numl)ers to avoid the immediate 
necessity of founding an Indian military college, the question 
would still remain whether it would be bettqr to continue 
sending Indian cadets to Sandhurst as soon as possible, or to 
start the Indian college without delay. 

Some of our nunjber AVf»nld prefer, for the reasons given 
in paragraphs 162 and 163 above, to make every effort for tlie 
retention of the advantages of Sandhurst as long as x)ossiblo, 
provided that the military authoritie.s in England were ])re-‘ 
pared to accept Indian cadets in the increasing proportions 
that th'! progress of Tndianization will require; others of us 
take the A'iow that the establislnnont of an Indian military 
college shmild he set ou foot as soon as practicable. In these 
circumstances Ave have stated to the best of onr ability the 
arguments in favoui- of either course, and His Majesty’s 
OoAasrnnient will have the opportunity at the Conference to 
ascertain Indian feeling on the matter. 

. 165. The Commission’s scheme for a separate " domi- 

nion ” army. — If the number of King’s commissions offered 
annually to Indians is increased in the near future, it Avill 
bo necessary to decide in Avhat Avay the additional officers 
should lie. (imployed. We have considered A'ery carefully 
the proposal made by the Indian Statutory Commission in 
paragraph 211 of the second volume of their report. Read- 
ing that paragraph Avith paragraph 126 of the first volume, 
Aire understand tlie proi)osal to be that Government, in co- 
opeivitio]! Avith the central legislature, should encourage 
the recruitment of battalions of a dominion pattern, com- 
manded by officers holding a dominion commission, for 
puvp«)ses of internal security, that these forces should be 
controlh'd by an Indian minister of the central Government, 
and that out of them a dominion army should gradually 
emerge a.s a self-contained indigenous fore©, distinct from the 
Impej'ial «'irmy, in Avhich latter army, however, the policy 
of Tndianization shoxdd also he pursued. The Commission 
have left us in some doubt as to the functions of this ji*'w' 
force, Avhich they contemplate* as being “recruited for pur- 
poses of internal order ’’, hut also “ sharing Avith Imperial 
troops the burden of external defence Nor have they 
defined the source from Avhich it is to he financed, though 
recognizing that financial consideratiouKS will of necessity 
impose strict limits on its size. 


* Volume para. 126. 
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166 Tentative character of the scheme.-— This suggestion, 
of the Commission is, however, only tentative. As we have 
already stated, they ao not themselves consider that the time 
has yet arrived to decide upon it, and whether it should be 
adopted or not. Its adoption would in any case depend ui>ou 
a definite pronouncement in its favour ' by Indian public 
opinion. We shall proceed to examine it in the paragraphs 
that follow, At the same time, we wish to make it clear tlmt 
our views, like those of the Commission, are merely pro- 
visional, and that we do not commit ourselves at this stage to 
a final expression of opinion. 

1C7. Possible objections to the scheme.—Whether, as 
we should prefer, the Government of India continue to control 
the regular army, or wdiether the Statutory Commission’s 
recoiJim(!ndatiou be adopted, and the control of the army be 
transferred to the Governor General, acting as an agent of 
the Imperial Government, this further recomiacTidation of 
the Statutory Commission wmuld involve the existence of 
two distinct forces side by side, controlled, organized, 
^equipped, financed and employed on different systems, but 
both of them none the less forming part of the army in 
India, and containing the germ of the future dominion 
army. We confosH tJiat wo do not at present see what 
justification or incentive could bo found for the creation of 
the propo.sed new force. Apart from the financial difficul- 
ties to which w'e have alluded in paragraph 165, it is obvious 
that newly raised troops of this character would not for 
many years be as efficient as units of the regular army. 
Indian public opinion, so far as we know, is content that the 
whole army should remain imder the control of the Govern- 
ment of India and the Commander-in-Chief. Its main de- 
mands are first, a large reduction in military expenditure, 
and, second, an increasio of Indianization within th® 
existing army. The fact that the Government of India and 
the Assembly were free to develop an army which might be 
regarded as of inferior Status and of less effective fighting 
capacity alongside the regular army, with such funds us 
might be available, wmuld not evoke any degree of 
popular enthusiasm : nor would it he easy to convince any 
one that this measure constituted an advance towards the 
formation of a dominion army. It must further be re- 
membered tliat, in time of peace, internal security troops, 
as such, do not exist. All units o( the army are recruited, 
trained, and equipped up to the full standard of efficiency 
re<juired for service in the field. On the outbreak of war, 
units, which are at the moment stationed in certain places 
bqcome, on mobilization, part of the field army, and proceed 
to the front. Those in certain other stations are detailed 
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^or Eternal security purposes ; but, being fully trained, 
also I'oim a valuable reserve to the troops in the field. In 
ordinary limes however every unit is fully trained for war, 
and is also available for duty in aid of the civil power on 
the outbreak of local disorders, whatever its duties may be 
in the ovQ’it of mobilization. Battalions trained for internal 
security purposes alone would not have snlliciont occupation 
to justify their maintenance as regular forces. 

168, Another suggestion— Provincial battalions. — We 

have considej’cd also an alternative suggestion that a certain 
number ol units, ov(w and above those sed apart under the 
existing scheme for Indiauization within the army, should 
be liauded over to provincial (loveruments to be malutaliied 
by tliem as provincial battalions. Those battalions would 
nonnally be employed by the provincial Governnu'nts t>u 
diities connected with law and order, for the pveservati(in of 
which they are, under Ihe CJoinraission’s pro})osals, to become 
primni'ily responsible. They might also doyelo]), in the coni'se 
1)1* time, into units capable of iaking their place in the field 
iumy. They would iii fact be raised and maintainc'd by pro- 
\itieiul Governments in precisely the same way us Imperial 
State forces are raist'd and maintained by the rulers of the 
larger Tiidian States. They would be ius)>ected and super- 
vised by a cojilral agency sirailai- to, and ])ossibly Hinalga- 
mated with, the Militarv Advi.ser-iii-Ohief ,iind his assislants. 
For every provincial battalion so constituteel, a corresponding 
unit of the legular army wonhl be brought nnde.r reduction : 
and the proviticial Governraoni would receive, out of the re- 
sultant saving to army estimates, sneh financial contribution 
as was j'C(piired to maintain the new unit on an adecpiatii 
fooling. Pro\incial battalions, like the Indianlziiig units in 
the regular army, would he oflieorod l)y Indians com- 
missioiu'd through an Indian military college. Tt is claimed 
for the scheme that, by encouraging the dovelopme»it 
of localized forces, it wotdd liel]) to broaden the 
^basis of recruitment, and perhaps foster willingness to 
undertake militaiy service among connunnitics who show no 
enthusiasm for it at present. Meanwhile, the Imperial army 
would not rnn the nsk of including more experimental, and 
to that extent, ineffective units than it could carry. At the 
same time, there would be no restriction of the field of employ- 
ment for young Indian commissioned officers, many of whom 
might prefer service in provincial nnils of this character to 
service in the Imperial army. The suggestion, therefore, has 
something in its favour from the purely militarjr point of 
view. It is, however, open to some of the same objections as 
the proposal of the Indian Statutory Commission : nor have 
we any reason to suppose that provincial Governments or pro- 
•vincial sentiment would welcome it. There is no ovidonce 
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at present of a movement in any part 
lishment of provincial military forces. 



169. Reasons for preferrin^f the continuance of a single 

army. ---Apart from these considerations, the creation of any 
new type of armed forces would form, in our opinion, an un- 
necessary complication. We already have regular troops 
with British officers, and regular troops in process of Judian- 
ization. We have also the territorial forces, and the 
various battalions of military police maintained by provin- 
cial Governments. We doubt if there is room for provin- 
cialized forces in addition to all these. We would greatly 
prefer that all units hereafter selected foi* Tndianization 
.should retain the statins and functions of regular fighting 
troops : and Ave have little doubt that Indian seiiti- 
ment would support ns in this view. We tliink that the ad- 
vantages of a proAuncial or local connexion could ))e 
equally well attained by assigning certain stations as per- 
manent headquarters to some of the ludianizing units of the 
regular army. Some such arrangement would indeed be 
desirable for several reasons. ^Plie increase of the number of 
King’s commissioned officers in re])lacemont of Viceroy’s 
commissioned officers, for instance, will necessitati' the pro- 
vision of accommodation for officers on a diderent scale from 
thujt provided for ordinary units : and for this reason it will 
probably become difficult, if not impossible, in fature, for 
ordinary nnits tq .succeed Jndianizing units on relief, and 
vice ‘'ersa. We have reason to believe that provincial Gov- 
cruments, if asked or required to maintain armed forces for 
intei'nal security duties, would prefer that those foi’cos slionid 
, take the existing form of railitarA’ police. We accordingly 
consider that any advance in the Indiivnization of officv'*r ranks' 
must ho made Avithin the army itself, and that nnits selected 
for this purpose hereafter must continue to bo t.rained and 
employed in exactly the same way as those winch retain their 
British officer establishments. 


170, Conclusion. — But whate\’^er may be (ho outcome of 
the Commission’s suggestion for the eventual creation of 
a separate army, avc have sufficiently indicated, in the fore- 
going paragraphs, our whole-hearted concurrence in the 
policy which they advocate for the meanwhile. . Onr aim is to 
proceed with measures for preparing India to undertake a 
larger share of responsibility for her OAvn defence as rapidly 
as is practicable : and avc shall be ready to ado))!. whatever 
means may be found most suitable and (‘ffectiA’o, for the 
achicA’emont of that end. 


FINANCE. 

171. Considerations which affect the early transfer of 
responsibility for finance. — ^We have rrferred in a previous 
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paragraph of this despatch to the special difficulties in the 
way of any immediate transfer of responsibility for finance, 
owing partly to the magnitude of the interests which have 
hitherto been safeguarded under the responsibility of the 
Secretary of State, and partly to the necessity for the piior 
fulfilment of certain special conditions. We desire to examine 
in more detail tlio special circumstances which surround this 
highly teclinical but vital part of the administration. We 
shall then offer some suggestions as regards the direction in 
which, and the qualifications subject to which, advance in 
financial responsibility may be made. 

172. The four principal factors in the situation. — ^It will 

facilitate an appreciation of the practical measures which 
are required if the principal factors in the situation are 
analysed and cojtsiderc'd separately, though they necessarily • 
to some extent overlap. I’heso factors may be stated as 
follows : — * 

(a) The great financial significance of the purposes 
ill regard to which PHrliamciit cannot divest 
itself of all responsibility. 

(ft) Tlic foundations of India’s credit and its signi- 
ficance to the country. 

(c) The unusual I'esponsibilities which the Govern- 

ment now carries in relation to the currency. 

(d) The pai'ticular financial and economic conditions 

M'hich exist to-day. 

173. The financial significance of the responsibilities of 
Parliament. — The sjiccial I'csponsiliilities of J^arliameut in 
the financial sphere may hi' cla.s.sificd imdov three main 
heads. Pirsi, if Parliuincut remains, as it must, responsible 
for defence, it must he able to ensure that tbo funds to meet 
the cost of defence arc aviiilable. Second. Parliament having 
been hliberto responsible for the general good govoniiuent 
of India could not relinquish this responsibility without 
ensuring that the debts incurred during its period of respon- 
sibility are honoured. In this conneoiion we may recall the 
assurance given by the Secretaiy of State to the holders of 
Indian loans jn England in Sir Arthur Hirtzel’s published 
lett(-r of dannary 27, 1930. Third, Parliament must remain 
responsible for the pay and pensions, family pensions and 
provident funds of all officials recruited by the Secretary of 
State. It may be argued that it would be a sufficient dis- 
charge of the responsibility of Parliament., if it were provided 
as part of the new constitution, that the sums required to 
make the payments due under the above three main headings 
should bo a statutory first charge on a consolidated fiind, 
payable independent of any vote by the Indian legislature. 

n2 
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But to), a first charge on revenue is of no value unless 
the necessary taxes are levied to produce 
sufficient revenue, and 

(6) in this case the total of the charges including 
only cost of the army, interest on loans and 
peiisions auiuuuts to about 80 per cent, of the 
net revenue of the central Government. When 
a “ first chai'ge ” absorbs all but a narrow 
margin of the total re\'euue, the security implied 
by the nomenclature disappears. In such a * 
case, the authority responsible for seeing that 
these payments are made has an intimate con- ^ 
eern in the whole financial administration of the 
country. 

We do not g<» so far as to sugg(*st lhat this cn‘cum.stance 
must constitute a permanent oiistacle to any tran.sfer of 
financial responsibility. J^)Ut I’aiiiament may not unreason- 
ably ilematul some .signal guarantee for the future, before 
surrendering tin* security provided by its direct constitutional 
power to control pr()po,sal.s for taxation and expenditure 
through a minister responsible to itself. 

174. Credit of India. — 'I’he maintenance of India’s credit 
is a ffictor of overriding importance, and having regard to 
the special circumstances in which India has been governed 
in the past, the outstanding consideration is that, in the 
absence of special .safeguards and jirepavation, the removal 
of the authority and responsibility of the Secretary of State 
would represent a fundamental cbange, which might bo 
expected to give a very severe shock to India’s creilit. How'- 
cver unfair we may feel to b(‘ any implied distrust of what is 
to be expected in the way of financial policy from a responsi- 
ble Indian (Jovoviiraout, it is none the less reai, and we 
have to face realitie.s. We cannot ignore the fact that the 
foundations on w'hich the financial stability of India depend 
are of a very sjiecial nature ; first, owing to the extent to 
which up to tlii.s yioint India has relied on external resources 
for the building up of her existing economic structure ; 
.second, because of the great part which reliance on the 
credit of the Secretary of State and the responsibility of 
ParliajTieut plays in the maintenance of that stnicture. 
The peculiar features in India’s position have arisen mainly 
from the histori^l connection between the United Kingdom 
and India both in civil administration and in defence,'" and 
m the supply of capital raised in the United Kingdonj for 
^6 -construction of railways, and canals, and other .public 
wo;rks. .;<..lndia has in consequence built up* very large sterling 
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commitments in the form of loans, pensions, and similar 
obligations. 

Moreover, India’s credit for the purpose with which we 
are concerned means something more than the credit of the 
Government^ of India as a borrower. Vast amounts of 
private capital have been invested in tlie development of 
the country and its indusiries, and it can hardly be disputed 
that a large part of this invostiueut has been made in 
reliance on the prevailing system of administration, 
especially financial administration, of the country. A 
sudden and fundamental change, creating uncertainty and 
doubt as to future policy, would inevitably result in a with- 
drawal of a large part of the capita] atr<!ady invested, and 
stop the free su{)ply of further capital whicli the proper 
development of tlu! country urgently needs. Even the 
fear of sucp a change would be sufficient to produce these 
results, as the experience of r<*ceut mouths has shown. It 
must also be realized that the withdrawal of existing 
capital and the restriction (d‘ fresh supplies would not merely 
concern British capital. Tliei’c arc many Indian investors’ 
who might seek to invest their capital abroad if fhoy lost 
confidence in Indian administration, and of this danger also 
there has been evidence during tin' last few niontlis. The 
effect on movements of ■cu])ilal to which we have referred 
might vrell lx; felt on a scale which would nnatn financial 
a7id ecouonne disa.sier. 

Whatever may he thought from tlu* Indian jmint of 
view ahont tJui desirability of this stat(! of affairs, in which 
India relies so much on external credit and external serv'ices, 
it is a vital element in the problem, which rmisl he faced with 
all its consequences, the chief of which is that the means of 
livelihood and llie welfare of a va.st portion (»f the Indian 
]ieople depend at i)rescnt on these foundations. If the 
fonndations were withdrawn wdthont an adequate and careful 
period of replacement, the whole Indian economic life as it 
exists to-day might collapse. 

We do not suggest that tl e faciors just mentioned 
would not ho fully appreciated by a popular Eiiianco Minis- 
ter ill India, and indeed we think that their veiy exist- 
ence should afford the strongest reasons for his pursuit of 
a sound financial policy. But change is always unsettling, 
and our purpose rather is to emphasize the need for estab- 
lishing confidence before such a change is made. 

J.75. The Government of India’s responsibilities in rela- 
tion to eurrency. — ^The third factor to be considered is the un- 
usufd responsibility which the Government now carries in 
relation to currency. It is, of course, a well known feature of 
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the situation in India that the responsibilii^ifOT 8upi)ortin|f 
exchange, and therefore assuring that adequate remittance 
can be made to meet all foreigjn exchange requirements, 
public and private, has in practice been undertaken by the 
Government and has recently been made a statutory obiiga> 
tion. It has long been fell that this is, on grounds of 
principle, undesirable and that the right course must be for 
India to follow the practice of other countries, by providing 
that the control of both currency and credit should be 
united in the hands of a central bank acting independently 
of Government. The underlying idea in all countries is 
that the currency authority should be free to conduct its 
policy in accordance with the dictates of sound linance 
detached from all political intlucuce. 1'’he official character 
of the Government in India has hitherto been a distinguishing 
factor, and it is obvious that the reasons for introducing 
the practice of otlier countries into India would In* enormously 
reinforced, if the finance portfolio were to pass into the 
hand of a minister relying for his position on the support 
ot a political party. We wish therefort' 1o stale in un- 
ambiguous terms that the formation of a I’csorve- bank on 
sound -lines must in our view be a condition precedent 
to any transfer of financial responsibility from the agents of 
ParliaiiK'nt to a minister niiswerahle to the Indian legisla- 
ture. 

It must, however, be admitted tliat the present is an 
Exceptionally unfavourable time for an attempt to establish a 
Iti'eserve bank. During the present })oriod of I'allijig prieos the 
currency authority of a country like India, which relies mjiinly 
on agricultnral exports, mnst he forcotl, in order lo fulfil 
its duly for maiiileuance of exchange (whatever the statutory 
ratio may h(i), to follow a eourse involving the removal of re- 
dundant curreney from the market. The bank would have to 
rely on the use of its sterling resources or on sterling borrow- 
ing, in Avhich re.spect its positioti would he far w'eakcr than 
that which the GovcM iunent has held hitherto w’ith the credit 
of the Secretary of State behind it. But more important 
still, 8.S has alr^jidy been pointed out, any sudden change in 
the adminisli’atibn, or fears as to the future constitutional 
^sUio^;.jpay start a tendency for capital to leave India, and 
sd long^ns this is going on the balance of remittance may be 
, insufficient, with a consequent increase in the strain on the 
b^k’s resen’cs or on its capacity to borrow. Lastly, a 
i^cial difficulty is created by the fact that in any case a spe- 
^fil strengthening of reserves is necessary, for the present 
i ^Id andr-sterljngj-osorveH held f(nvcurrencx..p^ by the 
Gbveim ment cannof^T® ‘i*egar3e3^1is” sqfficlent for the secure 
I l>®'orIrag of ' tlfo’ reserve %ahk “’even .normal times. As 
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iudicHtccl in ttte report of the last (Jurroucy Commission, these 
reserves will rejjnire to he built up gradually, and it is diffi- 
cxdt to see how, in all the circumstances, this can be done with- 
out further external borrowing on a large scale. 

The combination of circumstances, to which we have 
referred, means that the inauguration of a reserve bank to 
reliexe tlie (jovevnment of its functions in regard to currency 
and exchange is a matter, which demands carefxd prepara- 
tion and a c<unbined effort by the (loveiiiment and the ixeople 
of the counti'y. It cannot be regarded as a condition oasy^ of 
fultiJmexil or lightly left to an uncertain future. At the same 
time, we must make it absolutely clear tliat it onglil to be 
deliniteiy a part of our ]»rogranmie, and that it should be 
und<‘rtaken at the earliest possible moment. 

We wish bei'e to emiilsasize oia; further considevntioii, 
that it will he necessary that the cojistitntion of the bank 
should c(nitain safeguards foi’ its future control against the 
danger of ijolitical interference. We should h(‘po that it 
would be {>o''sibl(’ to convinec Indian o])iuii>ii of tlio desir- 
ability that such a bfuik should work in chise co-oporati<»u 
with, and on apimwed In, tlgi.Bauk ut Wugland. This If 
idea conhl be .'v it]) ported V.y the general v onsideifition of llie 
imjxortance of eo-ojjei’alion between the central hanks of the 
world, and t^peeiaHy wiihiii the l'ju\)iiT • whih- the action 
just now beiiig taUoii by '-he Bank of I’lngiar.d in giving 
counsel in a }!ori.' d of lireni <linien'\v to An^iralia may he!]) 
to (’(un'inee India’', ojiinion of its \’;:!iie. Whalex’er the futni'e 
tor India may he. ' lie nrr.sl always be great!> dependent updii 
her standing in l!ie ljunde.n mone> markt*t, nothing could 
be of greater service in this dir«‘c1ion than a close co-oiiorution 
between a central hank for indiii mnl the Hjink i)f Mnglaud. 

ITt). Special difficultie.s inherent in the present financial 
and economic position. — ^li’inalh, we eomo to the ])resent spe- 
cial ditiioiiitlc f ijiltenuil in India’s tinancial position and in 
world economic conditions. Those are so Avell known as to 
rcQuii'e no detailed evplanatioi-. d'he diffieultics fall mainly ^ 
under three headings. First, the general economic diflft-.^ 
cnlties from which all countries which rely mainly on a^vi- 
cnltni’ul exi’oi’ts are snitering at lhi> ])rcsent tiiw^ Second, 
the serious after-effects on public and private finhftco which 
may be expecled to re.sult tVora the present political dis- 
turbance and the programme of those who have organized 
the civil disobedience campaign, effects which, even if %at 
campaign "were immediately terminated, must be felt in’4j^e 
countrjf for a long time to come. Third, the obligation .f^ 
redemption of cxistbig loans of the Government ^ Indi^fe; 
which will .be particularly heavy over the next thr^ years, • 



and the need for further resources in gold or external capital, 
not only to continue the development of India’s railway 
system, but for establishing a central bank with adequate 
reserves. It would indeed hardly be possible to imagine a 
combination of circumstances more unfavourable to an im- 
mediate change of policy, which might residt in shaking 
public confidence in the credit of India. 

177. Importance of central Oovemment finance in the 
new constitutional scheme.— There is, one further con- 
sideration which .should be montiojied at this point, namely, 
the vital importance of maintaining the financial stability of 
the cenii-al (lovernmont in India in relation to the constitu- 
tional scheme which we are now considering. The proposals 
of the Blatutory CVmunission would give a wide extension of 
responsihilily and independence to the provincial (lovorn- 
monts. Nevertheless, the provinces cannot be regarded as 
separate economic! units, and they must remain to a large ex- 
tent dependent on the central riovornmont’s financial ad- 
ministration and the maintenance of its credit. At the same 
time, the administration of finance in the provinces may on 
its side react to an important degi-ee on the general fiiiancial 
position of India, and the centre must be strong enough to 
protect the situation, Oentral (lovcmmeut finance indeed 
may be saici to represent a k<(y point in the proposed consti- 
tutional stnictnve which may h(> e.xiios(>d to heavy and un- 
certain strains. India can hardly afford l<i run risks at tills 
point during the early years of the new )‘(\gimo in tlie 
provinces. 

178. Conclusion that transfer of responsibility require.^ 
fulfilment x>f certain conditions. — ^From this review of the 
main factors iu the present position wo arc forcc'd to the con- 
clusion that the occasion for a transfer of financial responsi- 
bility cannot he I’cached apart from the fulfilment of cerbiin 
conditions, such as the restoration of nonnal economic condi- 
tions, the re-establishment of credit and confidence, and the 
jnangnrarion and successful working for some time of a reserve 
bank with adequate sterling reserves. Borne of these condi- 
tions, such as the last, are clear, and their fulfilment is capable 
of precise determination. Others are essentially moi*e general 
and in the last resort His Majesty’s Government must be 
the sole judge of their realization. It is at this point that the 
essential difficulty arises, and it is precisely on the srdjject 
of these conditions that free discussion at the Bound Table 
Conference is likely to be helpful. Pending such discussion 
we are reluctant to propound final proposals, and in the 
following paragraphs we do no more than attempt to indi- 
cate the general significance of what we have in view. 
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179. Possilole lines of development. — ^The cseeDce of what 
wo coutempJalo is that we should endeavour as a first step to 
euibai^ upon a period which is definitely acknowledged as a 
period <jt preparation for the transfer of responsibility. Our 
declared object would be to create such a stale of affairs a® 
to make a trajisfer i)ossible, and to do this with no avoidable 
delay. It w'ould be the task of the Oovemmont to do all in its 
power )o expedite the fulfilmoiit of such of the conditions 
rei erred to in the preceding paragraph as it can influence, 
aiid_ accordingly, in co-operation with representatives of 
Indian opinion, to complete the inauguration of a»reseiwo bank 
on the lines which we have already sketched, and to consolidate 
the financial position, both as regards revenue and expend]*- 
dure and the public debt. A concerted effort Avill be ro(]uirod 
to overcome the special difiicnltios referred to in paragraph 
176 and to_ work out a financial programme for the future 
which will* inspire confidence. We trust that onr suggestions 
lor a nnilary executive, which may give greater harmony 
V ith the legislature, may go some w'ay to holp in this <Iirection, 
ajid wc would also hope that committees of the legislature 
might provide op])(n'tnnities for co-operation between Oovern- 
:nent and the popular representatives. 

Apart from tlie.so matters, it is necessary to say some 
thing of those other ccniditions less easily definable to which 
we have referred, the esst'utial purpose of w’hich would be to 
establish eonfidenco in Tiidian administration. 'Pile main 
weight of this task must lie with ibe leaders of Indian opinion. 

authoritative decbirntion by responsible leaders that they 
(‘iitireiy discountenanced the doctriin- of repudiation uf debts 
would be of sonui ^•allU‘, but beyond this it would Innn* gi-eator 
piactioal effeel, if Indians could give some* signal )M-oof that 
they are willing to mobilise tlieii ])rivate resources for the 
sake of ('stablisliing the national financial nosition. Wc say 
Jio more on this subject now% leaving it to be further develop- 
ed in discussion at tin.' Conference. Onr general outlook on 
those questions is that on tlic one hand, Avliile fully vecogiiiv!- 
ii!g the special diflfienlties inin-.rent in a transfci- of financial 
r<(sponsibility, wo accept the portion that an eventual trans- 
fer is imi)lieit in the declared i^olicy of an advance? towards 
self-govt'rnn\cnt in Lndia, inasnmeh as fi)]ancial responsibility 
is one of the most essential parts of the responsibilities of 
Oovenimenl. But w^e feel that the chances of obtainin.g that 
CO- operation from Indian public opiiiiou, requisite for the ful- 
filment of the conditions to which we have referred, will he 
largely dependent on the clarity with wrhich such conditions 
can be defined, and the certainty with which the intentions 
of His Majesty’s Government can be stated. On the other 
hand, wm mnsf emphasize that the chances of an advance are 
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<lopojideiit on action to be taken on the In(Uan aide, for we 
consider it essential that Indians should realize that t]|^ey also 
have a definite task to fulfil, and that it is for them to dispel 
the misunderstanding and mistrust that have been created. 
We do not overlook the difficulties in the vmy of defining 
precisely how this is to be achieved, but we are of the opinion 
that, unless His Majesty’s Government state clearly what is 
required, and Indians are given a fair chance of making a 
response, with assistance given generously from the British 
side, we cannot expect Indian opinion to accept the difficulties' 
of transfer as an excuse for its indefinite postponement. 

There is one subsidiary matter to which we might refei; 
before leading this subject. If wo look forward to a jieriod 
when the finance portfolio may be held by a respon- 
jsiblo minister, in distinction from the system whifjh has pre- 
vailed liitherto of filling this post with a specially selected 
financial export, one conse({uence may be to throw a greater 
burden on the. permanent staff of the Finance Department. 
An elected minister, oA'on if he is himself experienced in 
finance, Avill have to devote more of his time to political acli- 
vities and to rely more on his permanent officials as regards 
deijartmenlal work, and wo must emphasize the need for 
greater continuity, than has under the present practice pre- 
vailed, in the personnel of the highest posts of the d(q)fn’t- 
ment. The recruiting of suitable officers, and a provision 
fc>r tlu'ir training, will bccfune of greater importance ; while 
it must bo i cmembercd that the spel^inl training ground which 
is now available in the enrreney department of the (lovorn- 
raent will no hmgev exist after the inauguration of a reserve 
bank. This may api)ear to be an administrative rather than 
a consfilntional point, but we attach great importance! to^it. 

180. Safeguards after responsibility is transfemd.---[l 

Avill be clear’ Prom the nature of llio present ro.s})(>nsibiliti6s of 
Parliamenl. as envisaged in preceding paragraphs, that Par- 
liament, so long as certain obligations inherent in the posi- 
tion created by past history remain, could not escape the 
ultimate r(?s])onsibility in many important respects, and for 
this purpose it would be necessary to preserve cei‘tain .safe- 
guards, even after the primaiy responsibility for financial 
administration had been transferred to a minister responsible 
to the Indian legislature. The nature and extent of those 
must t« some extent depend on the measure in which the 
general conditions precedent had been fulfilled.^ It is not 
liocessary for our immediate purpose to examine them in 
detail. They would include : — 

(a) Th(i creation of consolidated fund charges to cover 
such items as interest on debt, railway annuities. 
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pay, pensions, family pensions, and provident 
fund payments for civil officers appointed to 
the Secretary of State, and army officers, add 
expenditure on defence, 

(b) Some powers of supervision and control to be vested 

in the Governor General for the purpose of main- 
taining financial stability, 

(c) Provision for resumption of control bj^ the Secretary 

of State in the event of a threatened financial 
breakdown or an actual default under (a). 

. The proAusions under (b) and (c) implj’- an adeqiiate supply 
at all times of information to the representatives of- His 
Majesty ’§ Government. 

We have stated these provisions in very general terms, 
for in the nature of the case it is difficult io lie more pn'ciso, 
particulai'ly as regards provision (b). Much Avould depend 
on the manner in which sucli a power was exei'cised. It 
would be a negation of tlie whole object of the constitutional 
arrangeiooit which w’o are considering if interference tvas 
carried to tJio i)oint of destroying the minister’s responsi- 
bility. Tliei’c might, howcA’cr, be occasions of fifiancial 
danger, short of an actual default, when a ])Owev to hold up 
iftther than t(» veto iiiadA'isable action might be (jf value and 
give tlm Yi(>])iilar representatives a chance to reconsider the 
])o,sition and follow wiser counsels. It is probable that, if 
and when this stage was reached, the Governor General might 
usefully hi' assisted by a financial adviser. An adviser, if ho 
had tlic right ]>ersonalily and experience, might perfonn an 
important role and establish I'olations Avith the finance minis- 
ter whiel) would 1)0 of assistance to the latter. Rub.joct to the 
safeguards Avliicli Ave have indicated above, aa’c should sup- 
p<»se that at this stage the finance minister Avould have become 
responsible to the legislature, and that the super\dsion, direc- 
tion and control Avould hav(* p issed lo the Governor General, 
acting on behalf of His Majesty’s Government under the 
superintendence of the Secretary of State. We should fur- 
ther suppose that by that time the adAusory committee of the 
London branch of the reserve hank AAmuld have been consti- 
tuted. This committee AA’ould bo available to give advice 
either to the finance minister or to the Governor General Avith 
his financial adviser. The future evolution of these arrange- 
ments Avould necessarily have to depend on practical ex- 
• pci’ienee. We should, on the assumption that all Avout well, 
look f onvard to a gradual development through decreasing use 
of the special poAvers of the Governor General. 
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181. Relations with the Secretary StaC^ — Ooncurreut- 
ly Math the action which we have described in para^aph 179 
by way of preparation for the later transfer of financial 
responsibility, Ave recommend some modification in the. rela- 
tions between the Government of India and the Secretary of 
State. In a subsequent portion of this despatch we shall con- 
sider the general constitutional aspect of this question, 
and it is sufficient to say here that in our view the Secretary 
of State should in future ewcise only a power of superin- 
tendence, direction and control, remaining the first executive 
authority in such matters only as might be definitely removed 
from the exercise of the authority of the Government of 
India. It is first necessary to ask whether there ary any such 
matters in the field of finance. 

(a) StitiiHfj horron-vif). — ^We take first the (piestion of 
sterling borroM'iiig. In the report* of the Indian Statutory 
Commission reference is made to a suggestion that the High 
Commissioner, instead of the Secretary of State in Council, 
should undertake the task of floating sterling loans for Gov- 
ernments in India, and should be assisted in its perfcjrmance 
by a small committee of experts. The main reason 
given is that the control of currency in India, and the raising 
of loans in India rests, in practice, with the Government of 
' India. This stalement does not accurately represent the 
facts. The amount of loans raised in -India, and the terms 
on which they are raised, are subject to the approval of the 
'Seereiary of State, while the Secretary of State’s control in 
tnirryttgy is not -by .any. nacaii5.i5ftnfinfid-ta.hrq:ul qiies-- 

tions of ,4Jo]icy. Moreover, the Secretary of Stale manages 
such* matters as the Avays and means operations In London, 
the investments of the Home treasury balances, and the sale 
and jmrehase of sih’er. 

When tiro resorve hank scheuK! AA^as mider discussion 
in 1927, it A\'as contemplated that the hank should undertake 
all the remittance operations of the Government of India, 
and Avould supply the Secretary of State Awth sterling funds 
against corresponding debits in rupees in India. If the same 
line is folloAv'od Avheu a reseiwe bank is created, i>ractieally 
all the control of the Secretary of State over 
the details of the currency and ways and means operations 
will automatically cease, and it nught then be desirable to 
relieve him of the function of floating loans for the Govern- 
ment of India. The reserve bank manager in London mi^bt 
havPijn^ edAgsoTy comYnittoo fn Jiim, and the High 
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Comnuysioucr in consallatiou with the mauagei* of the re- 
serve bank and his advisory committee, could suitably under* 
take the management of the Government of India’s sterling 
borrowings. But until the reserve bank is created we con- 
sider that, from the administrative point of view, it would 
only make for inconvenience and delay to transfer these func* 
tions to the High Commissioner, ^nd thore would in addition 
be the possibility of difference of opinion and friction between J 
the advisers of the High Conmiissioner and the Secretaiy of/ 
State, who would still retain his powers of superintendence/ 
direction and control. / 

Oiir view, therefore, is that the question of transferring 
the function of borrowing in London from the Secretary of 
State t(» the High Commissioner should in any ’case be post- 
poned until a reserve bank is (weatod. ^Moreover, and this 
is a govei*uing consideration, the effect of such a transfer of 
the borrowing function on the standing of Indian loans in 
London wotdd need to be carefully considered. Many techni- 
cal points of substantial importance, such as the effect on the 
position of the Goveniment of India stei’ling securities us 
“ tnistee securities ”, require careful examination when any 
change is considered, and on them we shall address you 
separately. For the present the function of borrowing in 
London, or more correctly outside India, together with the 
control of ways and moans operations in London, and tln) 
investment of the Home treasury balances, can well remain 
in their present form with the Secretary of State. 

The control over the gold standard reserve is another 
matter which may be held to fall within the sanu^ categoiw, 
though here again the creation of a reserve bank and the 
amalgamation of the reserves would alter the situation. The 
rocoramendaiions made in this sub-paragraph are intended to 
be read in the light of the general observations made in sub- 
paragraph (e). 

(6) Getwral fimneiaJ achnini strati on . — We would suggest 
that in all other matters the ]>o vefs of the Secretary of State 
should be those of superintendence, direction and control. 
The control of the Secretary of State over finance is at pre- 
sent of two kinds. The g(mernl control, Avhich has as its object 
the maintenance of financial stability and the observance of 
canons of sound finance, cannot be defined by rule, and in- 
cludes general control over such matters as the budget and 
taxation, currency, exchange, remittances and borrowing. In 
this latter sphere we contemplate that the control will more 
aifd more be confined to broad questions of policy, and that 
interference in details of administration will be avoided. 
More exact definition is hardly possihle,^ hut we recommend 
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in a later portion of this despatch that the Secretary of Statens 
controlling power should be specified in the same terms in 
which Parliament may see fit to define the purposes which it 
must continue to be concerned to secure in India. 

(c) Other matters for control. — ^There are other matters 
in which control can be defined by rule, as at present in the 
central audit resolution. Here the Secretary of State will 
require to retain such control as is necessary to safeguard 
his responsibility for members of the services appointed by 
him, and rule 1 of the appendix to the central audit resolu- 
tion wull in substance have to be retained. Rules 2 and 3 which 
impose restrictions upon the Government of India’s powers 
to create permanent and temporary posts have already been 
greatly relaxed by rule 10 of the new Classification Rules,, 
but these r^trictions might now, in our opinion, dis- 
appear. Sinailarly the grant of unusual p'ensions (rule 4) 
should be left to the discretion of the Govefiiment'of India. 
Rules 5 to 7 deal with expenditure on military works and 
stores. We doubt whether these special restrictions by rule 
are necessary in addition to the general power of superin- 
tendence, direction and control. Rule 8 (a) and (h) deals 
with minor matters which might be left to the Government 
of India. Rule 8 (c) deals with the Governor General’s 
amenities, staff, household and contract allowances, etc- 
There may be some advantage in reserving the control in 
these Iasi mentioned matters for an outside authority, but 
apart from this possible exception and the retention of rule 1 
l elating to the services, all the restrictions in the central audit 
resolution might be removed. 

(d) Secretary of State’s Council. — We deal elsewhere 
with the constitutional position of the Secretary of State's 
Council and will merely add here that we regard it as im- 
portant, not that there should be . financial control by the 
Council — ^indeed we are recommending the abolition of the 
financial veto by the Council — ^but that the Secretary of 
State should have at Ms disposal the best finandal advice 
available in the City. This is a subject which requires 
further discussion, but we need say no more for our present 
purpose. 

(e) General spirit of relations with the Secretary of 
State. — We may perhaps with advantage sum up our views 
as to what henceforth should become the relations between 
the Secretary of State and the Government of India in finan- 
cial matters. 

We consider that, whatever the immediate constitutional 
dianges may be, a stage has been reached now when tfie 
main direction of finanoial policy must definitely be regarded 



159' 


as resting with the Government of India, and that the func- 
tion of the Secretary of State should be regarded as that 
of giving counsel and support in financial matters to the Gov- 
ernment of India rather than that of exercising detailed con- , 
trol. • Indian opinion is very closely interested in the conduct 
of Indian financial affairs in London, and particularly in the 
sterling borrowing policy together with the methods of float- 
ing loans. Subject always to the observance of principles of 
sound finance, it is desirable that the financial policy should be 
conducted in a spirit responsive to Indian opinion, and we 
should go so far as to recommend this, even if on. occasion 
some slight sacrifice may have to be incurred. No system 
can work successfully if Indian opinion is strongly opposed 
to the policy of Government, and comparatively minor matters 
often lead to a disproportionate amount of political hostility ; 
while the cumulative effect of a number of minor irritants 
may sometimes provoke political opposition of real import- 
ance. If the Secretary of State can support India’s credit 
in London, can ihhke available to the Government of India 
the best advice from* the city of London, can from his records 
.suvjply an element of continuity and knowledge of past history 
as an aid iji assessing the problems of to-day, and can, by 
counsel given in a detached atmosphere, supply at times a 
balance to views perhaps unduly influenced by local factors, 
then his co-operation can be of the greatest possible value to 
India, and the relation thus interpreted might even wdth ad- 
vantage continue when the finance portfolio came to be 
actually held bv a minister responsible to the Indian legisla- 
ture. But the/ success of such a relation depends on the 
realization of its limitations, and any attempt to control the 
details of India’s financial policy from London mn.sr, be re- 
garded as an anachronism. 


. COMMERCE. 

182. The demand for liberty to control economic policy.-— 

For a number of years past there has been an insistent • 
demand from Indians of all shades of political thought that 
the economic policy of the country should be shaped on 
national lines, that in particular ladustrial development 
should be actively pursued, and that the control should be 
placed in Indian hands. Bvcii undei’ the jDresent constitu- 
tion an attempt has been made to meet this demand 1^ 
of the fiscal autonomy convention, according to which the 
superintendence, direction and control of the Secretary of 
State are held in suspense, whqp the Government of India 
and the legislature are in agreement on any ipiestion of 
fiscal noliev. If the attempt is to be made to give to Indians 
a larger s^are in moulding the policy of the central Gov- 
ernment, there can be no question that in the economic 
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sphere the demaud for a further advance is keen, and 
unless in this region some transfer of power proves feasible, 
it will not be passible to satisfy Indian aspivations. The 
question to what extent power can be transferred, therefore, 
is of great significance and must be fully considered. We 
have no desire to magnify obstacles, which it may be possible 
to remove, into insuperable barriers, but there are real difii- 
culties to bo overcome which cannot be ignored or brushed 
aside. Most of the subjects which require mention are under 
the administration of the Commerce Department, but we shall, 
refer also to cognate subjects, which are at present controlled 
by other departments of Government. 

183. The customs tariff. — ^The most powerful instrument 
which a Government desirous of pursuing an active programino 
of industrial development can employ is the customs tariff. 
But the tariff has a dual aspect, for while tariff policy exer- 
cises a decisive influence on the economic* and industrial life 
of the country, the Government of India must look to the 
tariff as the principal source of their *revenuos. Revenue 
considerations, therefor<>, must play a large part in shaping 
tariff policy. Again, tariff policy may have international 
reactions, or may raise questions between India and other 
parts of the Empire, and Parliament must necessarily retain 
control in the sphere of external relations. For the pre- 
sent, therefore, two limitations on India’s complete control 
of the tariff are inevitable. Of these, the financial limita- 
tion is inherent in the facts, and a finance minister rospon- 
eible to the Indian legislature, no less than an official finance 
member, would necessarily regard the tariff from a point 
of view by no means identical with that of the member or 
minister in charge of the commerce portfolio whose primary 
interest is the effect of customs duties rather than revenue. 
But even during the period within which, for the reasons 
adduced in paragraph 178, the control of the Finance D('- 
pai'tment might remain in official hands, the financial con- 
siderations need not prevent substantial progress in the 
direction which Indian opinion favours. The second limita- 
tion is not likely to involve constant interference, but is con- 
sistent with the grant of considerable latitude to the Govern- 
ment of India and its representatives, when commercial 
negotiations have to be undertaken either with foreign coun- 
tries or with other parts of the British Commonwealth. So 
^ fqjT as Greal; Britain itself is concerned, control might reason- 
ably be exercised to secure ^or British goods most favoured 
nation tariff treatment, but it would be for tho Indian Gov- 
ernment and legislature of tfi^future to decide all questions 
of preferential rates of duty.. Other countries within the 
Empire do not necessarily e^end most favoured nation, treat-, 
ment to Indian goods, and snbject only to the general snpeiN 
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• vision of the Secretary of State, the authorities in India' 
should be free to deal Wh each case as it arose. Apart from 
ihe Wo limitations we have mentioned in the spheres of 
fhiance and external relations, we contemplate that there 
should be no outside interference with India’s management 
of hqr customs tariff, and we beli9ve that a wide field will 
be opened up within which Indian members of the Govern- 
ment will be able to give effect to India’s desires. 

184. Discrimination .against British business. — ^We have 
referred in an easier paragraph to the necessity of devising 
efieelive guarantees, wliich v’ould secure BritLsh firms 
and companies doing business in India against un- 
fair discrimination. The apprehensions felt by the 
British busiiies.s ooniraunity arise chiefly in connec- 
tion with the laws relating to joint.,. stock, . companies ( 
generally, and to iusurtince and banking companies in parti-; 
oular, tlio laws relaiingto ineivliant sbipping anti i nla nd nffld-; , 
gation, the policy Avhich might be pursued in the development! * 
of industries by means of bounties or direct State assist* ;• 
ance of other kinds, the position of public utility companies, 
such as railways, tramways and electric supply companies 
oj>urating under liceneo or under contract with the Secretary 
of State, and of the holders of mining leases granted by • 
G<.'vennrient, and the security of those engaged in profes- 
si( us and callings for which special qualifications are re- 
quired, such as tl!t)se of doctors, chartered accountants and 
laAvyers, The fiohi co^•ered is a wide one, and includes many 
subjects of first class importance to India’s economic future. 
Wo believe that if once agreement could be reached as to the 
Ijosition of British enterprise in India, and if by that means 
the apprehemsions of the European business community could 
be removed, Ihore is no reason why the control of policy 
should not pass into Iiidiau hands, and in that ca.se tlie occa- 
sions for intcu'fercuce by the representatives of Parliament 
would be very infrequent. The problem is to devise means . 
by which India’s reasonable aspirations can be .satisfied ydth- 
, pmtjinjijstice to th'..>se British trading interests-. which have 
contributed ' lunch to Indians p.ast Insibry, and which, we 
believe, have .a valuable part to play in India, ’s .future. The 
question is both important and difficult," for while we cannot 
but sympathize \vitb the earnest desire of Indians to see their 
conntrymen taking an increasing share in the commercial 
■ and industrial life of the country, we must also take account 
of the anxiety with which European business men regard the 
fpture after the transfer of pow^^ has taken place, and in so 
far as tliis anxiety may seem toiie well founded, we are coi^ 
oemed to provide safeguards ag^st injustice. We could 
not in the space at our- disposal Attempt to discuss in a^. 
;^at 'detail the various subjects which would reqwre coitl&. 
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ie it necessary to do so for our present purpose. But it may 
be useful if under the various heads we attempt to indicate 
the apprehensions which are felt and the reasons underlying 
them. 

185. Qualifications for the practice of certain callings. — 

Some of the subjects to which wc have referred can be dis- 
missed briefly. The qualifications required for the practice 
of certain professions or callings may be mentioned first. 
A chartered accountant, for example, may be qualified under 
the existing law to practise his profession in India in virtue 
of the British qualification which he possesses. It should 
certainly be open to the legislature to prescribe wbat quali- 
fications would be necessary for the future, and to require 
that these qualifications should bo the same for all candi- 
dates of any nationality, but apprehensions are "undoubtedly 
felt that the legislation might take a form, which would 
deiprive those qualified under the existing law of the privileges 
which they enjoy. We do not think that on this point there 
will be any serious controversy, but legislation of the kind 
apprehended would obviously bo unjust. 

186. Public utility undertakings. — ^Next in order it may 
be convenient to take pubKc utility undertakings, operating 
under licences from Government or under contracts with the 
Secretary of State, and the companies or firms holding mining 
leases from Govermnent. Ordinarily both the licences and 
the contracts give an option to Government to decide, at 
feed periods, whether the concession should be temunated, 
and lay down the terms upon which, if the option is exercised, 
the property of the company must be acquired. Similarly, 
mining leases are granted for fitted periods, at the end of 
which they terminate, if not renewed. Save in so far as 
financial considerations may have' an important bearing on 
the decision whether to terminate a concession or not, we 
see no reason for the exercise of any special powers of control 
by the agents of Parliament, when the termination of a con- 
cession at the appointed date is in question. But apprehen- 
sions are in fact felt t)y the non-Indian companies, who have 
received these concessions, that either the powers (other 
than the power of termination) reserved to Government under 
fte licence or contract may be exorcised to their detriment, ' 
or that by legislation a concession may be terminated before 
its due date, or alternatively that the terms of a concession 
may be modified during its currency to the detriment of the 
company. We entertain no doubt that power should be re- 
served to secure just mid equitable treatment in thi^ respect 
for Aims and companies concerned, if the occasion for its 
mtereise should ever arise. 
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187. (Minary British conomfircial undertakings.— The 
cases considered in the last two paragraphs are eompara* 
lively simple. When, however, we turn to consider the posU 
tion of the British companies which enter into compeutive 
business in India, competing on equal terms with Indian en- 
terprise, tlie case is different and requires fuller considera- 
tion. Such companies may be engaged in general trade, or 
indu&irial production, or may undertake more specialized 
business such as banMng or insurance. So far as the com- 
panies engaged in iuduslrial production are concerned, ap- 
prehension has been aroused by the frequently express^ 
demand for direct Indianization, to be secured by the im- 
position of conditions as to the number of Indian directors, 
and the facilities to be afforded for the training of Indian 
apprentices, or, in the case of new companies, by requiring 
that a proportion of the shares, sufficient to establish Indian 
control, should be definitely reserved to Indian investors. 
Sometimes it has been suggested that these conditions should 
be enforced only when the company is engaged in a protected 
industry, or when it is in receipt of bounties (or other direct 
assistance) granted by the State in order to encourage the 
development of industries, and sometimes that they should 
be imposed upon all companies as a condition of engaging 
in a particular nmnufacture or trade. The proposals made 
as regards insurance and banking companies have been some- 
what different. Direct Indianization has not been much in 
evidence, and the line taken lias been to advocate schemes 
under which non-Indian companies would be allowed to 
operate in India only under licence, or subject to special 
restriction and conditions. Some of the proposals made may 
be regarded as fair subjects for discussion on their merits, 
provided that all wmpanies, whether Indian or non-Indian, 
are to be treated alike, but some advocates of proposals of this 
kind have not attempted to conceal the fact that one of the 
objects, which they liad in view, Avas to promote the growth 
of Indian companies at the expense of British companies, and 
for this purpose to impose restrictions on non-Indian com- 
panies, which would not be appli.*able to Indian companies. 
Other examples might be given, but we shall mention only 
two. In Bengal there have been many expressions of feeling 
against the British companies which operate the inland steam- 
sMp services. We are not concerned here with the merits of 
the complaints made, but the attitude of those who have been 
prominent in the agitation makes it clear that their ultimate 
objwtive is the transfer of the inland steamship services to 
Indian hands, and that, in their view, the powers of Govern- 
ment and*of the legislature ought to be freely used to achieve 
that result. Finally, we may refer in a sentence Iq the agita- 
tion on the subject of the reservation of the Indian coastal 
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traffic to vessels owned and managed by Indians. The object 
sought to be attained is the development of an 
mercantile marine, but the method proposed to be adapted 
the exclusion from the trade of all non-Indian companies. 

188. Indian feeling that existence of British enterprisea 
blocks advance. — ^We have said enough perhaps to make it 
clear that the apijrehensions of the European business coni- 
munity ju'e not without substantial foundation. During the * 
last ton years, in one branch of commerce and industry i^ter 
another, the evidence has been unmistakable that imponant^ 
sections of Indian opinion desire to secure the rapid develop- 
ment of Indian enterprises, at the expense of what British 
dims have laboriously built up over a long series of years. 
[{There is nothing sni-p rising in the fact that national 
!\|con8cioubnoss should thus have found expression. Indians 
who desire to see the growtli of Indian banking, Indian 
insin'ance. Indian merchant shipping, or Indian industries 
liiul themselves faced by the long-established British con 
Perils whose experience and accumulated resources render 
them formidable competitors. In these circumstances, it may 
seem to them that the ground is already occupied and that 
there can be no room *f or the groAvth of Indian commevc-* and , 
industry until the British firms which are already in the- 
field can bo cleared out of the way. But, however natural 
such feelings may be, they might lead, if allowed free scope, 
to serious injustice, and partly as a consequence of this 
and parti)' for other reasons they are fraught with grave 
danger to the political and ecoiunnic future of India. "Wo 
feel real apprehension as to the consequences which may 
en«ue, if the present attitude of mutual suspicion and emhit- 
tei'ment is allowed to continue and to grow worse. For this 
rt'ason wo i egard it as of high importance that the attempt 
should be made now to arrive at a settlement which both 
parties can honourably accept. So long as the power to 
direct policy in the economic sphere rests with the agents 
of Parliament, it will be impossible, we faftr, to combat ifeo 
suspicion, however unjust, that the interea® of British trade 
weigh more with the Government than the interests of India. 
In itself wo regard this as a cogent reason why conoraordal 
subjects ‘■hould in future be administered in accordance with 
the views of the legislature. But equally, if the transfer of* 
po'.ver w’cro to take place before means had been found to 
allay the reasonable misgivings of British business men, the 
consequouces must he grave. In the last resort no 4oaht 
oveniding powders would have to be reserved to the agenhl 
of Parliament to interfere in order to prevent injustice and 
to secure fair treatment. But if, as we fear in ^fanlt^ 
Agreement nfight bo the case, occasions for interference %ero 
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fre<iue|i|;, the friction generated would be inteubo and th# 
bariboniovb working of the administration seriously preju- 
dicad. 

189^1fecessitj of doing justice to both British and Indian 
joints of view. — ^If agreement is e\er to be reaeJiCd, full 
justice niusl be done both to the Briti&li and the Indian 
^points of ^iew. The diiTerencos which have disclosed them- 
selves relate not to aims but to methods. We do not believe 
that' tile British community in India have any lack of sym- 
pathy for Indian ambitions, or any desire to retard the deve- 
lopment of Indian indiisiry and commerce. But what has 
aroused ll.eir fears is the tendency displayed in certain 
quarters to advocate measures designed to secure the rapid 
development of Indian eutcrpiises at the expens*' of the 
British concerns already establishod in the countrv. Pi'o- 
P' sals fueli as we liavc* described in paragraph 187 cannot 
but convey the impression to the British business community 
that, if commercial policy came to be administered m respon- 
sibility to the Indian legislalnro, they would have no security 
of equal treatment, that they would be left to carry ou thoir 
business only on sulfe»ance, and that indeed they might ex- 
' pact to bo treated in all respects as foreigners. 8ucli a 
position they may well feel, apait from any question of jus- 
tice, is consistent neither witli the part which the community 
has played in the development of the country, nor with the 
intimate ^^lations which must continue to exist between 
(Ireat Britain and India. But if once they could bo assured 
that an Indian Ooveriimeut wouhl treat them not Jts aliens 
but as citi zims, w a do not doubt that they would play a 
worthy part in the commercial life of the country, and that as 
time -went on their co-operation in furthering fiie attainment 
of the objects which India desires would be fortheoming iu 
increasing measure. 

From the Indian side, the objection ma\ bo raised 
that, if the interests of British concerns are to be fully safe- 
guarded, no rootn is left for the development of Indian cora- 
merco and industry. Where feelings of this sort are in fact 
entertained, we think they arc largely due to a misconception. 
For ono thing they do much less than justice to the develop- 
%ients which have already taken place, particularly, to give only 
one instance, in the cotton mill industry. Again, if the control 
of the tariff is placed in the hands of the Indian legislature] 
will control the most powerful instrument which c.^n ba 
used^ to promote industrial development. With eerlaiu ex-v 
cepl ions, the principal British firms established in the country 
ate for^he most part engaged in enterprises, such as thfi 
jbt# and the tea gardens, which are vot likely to come 
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within the scope of any protective policy, and Indian com- 
pajiies could hope to start unhandicapped by the competi- 
tion of established British concerns. Another point to W 
remombeved is that enterprises, at present British, may ill 
the ordinary course of events and owing to natural causes 
pass into Indian hands, as has already happened on more 
than one occasion. Apart from actual transfers of owner- 
ship, we do not doubt that British undertakings will in 
future find it to their advantage to go a long way in the direc- 
tion of Indianization, by providing facilities for the trainings 
of Indians, by enlisting the support of Indian capital to the^^ 
largest extent practicable, and by the appointment of Tndiah 
directors to companies registered in India, or by the appoint- 
ment of local boards containing Indians, if the company is 
registered outside India. Many British firms, both in India 
and in other countries, have adopted this policy in the past, 
but they would no doubt feel that there is a wide difference 
between a process which comes about through natural causes 
and one which is artificially and arbitrarily imposed by gov- 
ernmental action. Finally, there are methods by which Indian 
aspirations could be satisfied without inflicting injustice. 
Thus, for exai.oi)le, when it is proposed that direct State 
assistance should be given for the oncoura^ment of indus- 
tries, it would be perfectly open to the Government to attach 
coinlitions as to Indianization, in the ease of all firms who 
may ai)ply for assistance but were not already engaged in the 
business at the time the scheme of assistance was sanctioned. 
This was the recommendation in 1925 of the External Capital 
Conimittce, of wliich two Members of the Government of 
India were members, and both before and after the submis- 
sion of the Committee’s report, action in this sense has been 
taken as, for example, in the Steel Industry (Protection) 
Act of 1924. No one, we think, could fairlj’" claim that the dis- 
cretion of the legislature should be fettered, except to the 
extent necessary to secure justice to those firms which had 
already established themselves in the country. As a final 
example of what is in our minds, we may refer again to the 
inland steamship companies. It might be considered desirabte 
on public grounds that the inland steamship services should 
be Wught under public control as part of the general 
transport system of the country, and administered in closo 
connection with the railways. In such an event, all that the., 
existing companies could fairly claim would be that they 
should not without compensation be deprived of their Okhrt; 
ing right to operate their services and that the c^pensa- 
tion to be paid should be determined by an independent, 
tribunal. 

190. Pesirability of agreement.— We have attempted by 
Bifistration to> indicate the lines on which Bri^h and Indjiui. 
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0|>itiion idght J)e brought together, but it is not possible at 
this stage to go further. In our view, the, matter is one wlii^ 
requires full and frank discussion between those principal^ 
concerned, and we have no doubt it will , receive close atten- 
tion at the Kound Table Conference. There are of courM 
many points which would require consideration in det^, 
and it may not be possible for the Conference to e.Kamiue 
them fully, but if the prospects of agreement seemed good, 
they might suitably form the subject of further discussion 
either in India or in England. The essential pre requisite 
of a satisfactoity agreement seems to us to be the frank re- 
cognition on either side of what the other can reasonably 
claim. The British business community has playod an im- 
portant part in the history of the country, it controls conuner- 
cial enterprises of the greatest magnitude, its elected repre- 
sentatives sit, and will no doubt continue to sit, in the legisla- 
tures) it can still make valuable contributions to the welfare and 
prosperity of India, and its members may rightly expect that 
they should not be treated as foreigners. Wc have already 
referred^ to the intimate connection which must continue to 
exist between Great Britain and India, and it seems to tw 
to follow that, subjects' always to India’s right to receive rcci- 
, proeal treatment^ citizens of any part of the Empire should 
be allowed indifi engage freely in any 

trade, business, profession or ■ealUng, and when estabhsbod 
ifiTTulia,,.. to -reeeiKa -teatment. From India’s side it,/ 
may well bo urged that she should be free to develop her own 
industry and commerce by any means which do not inflict 
injustice on any section of the conununity, and do not 
involve the exclusion of British citizens from partioi- 
paBQB„inJndia’siut]iruJeyeloppi,ent. A further^laim-niighv; ; 
also be put forward on her behalf. There are enterprises 
which Indians regard as national, and which at present are 
mainl}' or wholly in British hands. Tt would be idle to expect 
that they v ould he content for an indefinite period to remain 
without their aT»pvopriate share in the conduct of these ei»tev- 
prises, and if the methods at first proposed in order (o satis- 
fy Indian hopes must be ruled out because they involve in- 
justice, or are inconsistent with the position which Great 
Britain holds in India, Indians may fairly ask that the British 
business community should co-operate in finduig other 
methods to bring about the desired result. 

possibility of reaching an agreement on these 
difficult Otters depends largely upon the spirit in vliich 
they are approached. Notwithstanding the unfortunate 
history of the last few, months, we believe that there is suffi- 
cient goodwill on both sides to overcome the diflicultios if 
they Irarikly fa^d. The importance of , reaching a per; 
mahent. settlement of the question can hardly be exaggerated. 
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More perhaps than any other single factor,, it would lielp 
to create harmonious relations beWeen Great Britain and 
India, on the strength of which we could look forward with 
confidence to a future in which Indian and British enterprises 
eould Tvork together on terms of mutual advantage and 
respect. 


RAILWAYS. 

191. Administration of the Railway Department. — The 
eommercial and indiistrial prosperity of any country is 
largely dependent on the efficiency of its transport system, 
and particularly of its railways. In India the distances 
are so great that low freights arc essential to the growth of 
industries, as well as to the welfare of the agriculturist, while 
at the same time the railways are by far the largest pur- 
chasers of manufactured articles in the country,, and the rail- 
way demand is a vital factor in the prosperity of the engi- 
neering industiy. In these circumstances it is natural that 
those who desire freedom to develop Indian industry and 
commerce on national lines, should also put forward an in- 
sistent demand in regard to the railways. In our view the 
demand is one which should [)e met as tar as possible, and w* 
think that if in the future the control of commercial and in- 
dustrial policy is to rest with the Indian legislature, the 
general direction of railway policy should be placed 
in the same hands. It becomes necessary therefore t© 
consider both the limitations Avhich, for the present, Parlia- 
ment might think fit to retain in order to safeguard those mat- 
ters in which it is interested, and also the conditions nndesr 
which the control of policy could safely be transferred. The 
latter point is one to which we attach great importance, for 
while in all countries railway policy is a matter for Govern- 
ment and the legislature to depide, it by no means follows that 
the commercial management of . railways can be wisely or 
safely exercised by those whom the legislature directly 
controls. 

192. Purposes for ^hich Parliament must retain 
control. — The purposes in which Parliament must, we think, 
continue to be interested so far as the railways are concerned 
fall under the heads of Defence, Finance, the Services, and the 
Anglo-Indian community. 

Defence . — Those who are responsible for the defence 
and intenial security of the country clearly cannot disinterest 
themselves in the efficiency of the railways, for any serious 
breakdown might have calamitous consequences in a crisis. 
It is not only the strategic lines on the frontier which are 
in question, but also the main trunk^ lines throughout India, 
and the military authorities are entitled to assurances both 
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as to the adequacy of the equipment of the lines and of their 
standard of maintenance, and as to the efficiency of the traffic 
arrangements. 

Finance . — ^Under the head Finance, account jnust be 
taken of the enormous capital sums (largely raised in Grogt 
Britain) which have been invested in the railways. It is 
true that the security on wliich the loans were raised Wiis not 
the railway revenues alone, but the whole of the revenues 
of the Government of India. If, however, the railways were 
unable to earn their interest charges, it is much to be feared 
that the burden would be too heavy for Uie Government of 
India to meet, and the solvency of the railways is therefore 
an interest which Parliament is bound to safeguard. There 
is another point at which the connection between the railways 
and the Finance Department is close and intimate, fur tlae 
raising of capital for railway development must both react, 
and be dependent, on the gciueral credit of the Goverjiment of 
India and its financial circumstances from time to time. "Whe- 
ther the connection could l)e rendered less direct and im- 
mediate b}"^ proceeding further rvilli the separation of railway 
finance is a question which should be explored, but under 
existing conditions the Finance Department is most intimately 
coneenicd in many questions of railway policy. 

Seri’ii'f-s . — Under the head Services, several points re- 
quire notice. In the railway services, as in others, the exist- 
ing and accruing rights of officers appointed by the Secretary 
of State must be safeguarded, and it will he important 
also to ensure that a largo number of the senior officers do 
not quit the service prematurely. Tndianization is now going 
forward rapidly, the rate of Indian recruitment for the 
superior services being 75 per cent,, and wo have no desire 
to retard the process ; but the possibility of efficient ad- 
ministration depends on the retention of the existing senior 
officers until Indians are in a position to replace then^ 
Finally, questions may arise as to the percentage of Fjuropeau 
recruitment, which for the future may be deemed necessary 
on military grounds. 

The Anglo -Indian commvmty . — The Anglo-Indian com- 
munity lias in the past rendered very important sendees to 
the railways and still holds a large number of jmsts in parti- 
cular branches of railway work. The economic life of the 
community is indeed to a large extent dependent on the oppor- 
tunities of employment which the railways offer, and its mem- 
bers are gravely apprehensive of what may occur, if and 
when any change takes place in the present system of 
administration and control. In view of the history of the 
community, a special obligation, we think, rests upon Parlia- 
ment, before relaxing its own control, to ensure, as far as 
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may be practicable, that the interests of the Anglo-In4i|ai 
coifuuiuiity are protected. 

193. Necessity of separating commercial managemeid 
from direction of policy. — ^Before explaining how we tbitiW the 
purposes of Parliameut may best be safeguarded, we must 
turn to the question to which we made brief allusion at the end 
of paragraph 191. The experience of many countries has 
shown the disadvantage of subjecting the a^inistration of 
State-owned railways to the close and detailed scrutiny of a 
popukr legislature, which concerns itself not only with broad 
^uestioi^ of policy but also with administrative practice in all 
its ramifications. aCFnder the present constitution, the lemsla* 
ture can exert considerable influence on the railway adminis- 
tration, and the dangers to be apprehended are already becom- 
ing evident. We can find no reason for thinking that the 
difficulties in India would be less than they have been found 
elsewhere, and we have no doubt that a continuance of 
the present system, under which the railways are directly 
administered by a branch of the executive Government, would, 
as soon as the legislature was in a position to assert its autho- 
rity, develop tendencies leading directly to inefficiency and 
ultimately endangering the financial results of railway work- 
ing. The member of an official^ Government not responsible 
to the legislature is in a position to resist these tendencies 
when they threaten to work serious harm, but when a member 
or minister must work in harmony with the legislature, if he 
is to retain bis position, the pressure may become irresistible. 
It seems to us clear that there caTi be no material change in 
the control of railway policy in railway matters, until a 
system of administration has been set up which, while leaving 
to Government and the legislature the control of broad ques- 
tions of policy, would locate the commercial management else- 
where. 

A change in the system of administration seems to us 
necessary for another reason. The' solvency of the Indian 
railway system and its efficient working are matters in which 
Parliament is interested both on financial and military 
grounds, but it does not seem to us practicable to secure these 
interests by attempting to control the day- to day administra- 
tion of the department. If an elected member of the Govern- 
ment replaced the present official member and became respon- 
sible for the conunereial management of the railways as well 
as for the direction of policy, he might often be led, under 
pressure from the legislature, to initiate action which the 
agents of Parliament felt to he dangerous both to solvency and 
effideucy. They would then be faced by the choice between 
two alternatives. On the one hand frequent interfeirmioe 
would be most prejudicial to the smooth worHng of ^ 
administration/, while on the other continued acquiescene# 
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xroiUd tend to render nugatory the powers which Parliam^Sl 
desired to retain. In these circumstances, we are forced to 
till} conclusion that, if the purposes of Parliament are to be 
secnred, this can be done only by modifjdng the system of 
administration, and not by an attempt at detailed control, 
which would be foredoomed to failure. 

194. Proposed statutory railway authority. — We can 

describe the scheme which we contemplate, only in the broad- 
e.st outline. An authority for the administration of the rail* 
ways should, we think, be set up by Statute. The Act would, 
of course, provide for the constitution and powers of the 
authority, and for the powers of control to be reserved to the 
Government of India. From the outset the authority should 
include Indian members. It would, we think, be desirable, to 
make statutory provision for the general principles in 
accordance •with which the railways should be administered, 
especially on the financial side, as foi example, the 
manner in which the allocations for depreciation should 
be calculated, the constitution of the reserve fund and the 
purposes for which it should be used, and the amount 
of the contribution to general revenues. The control of 
policy in all important matters would remain with the 
Government of India and the central legislature, but it 
would be important to leave the statutory authority free to 
act without interference in the detailed arrangements it might 
make to carry out the policies laid down. Much will depend 
on the precision with which from thfi outset the powers to be 
exercised respectively by the authority and^ by the Govern- 
ment of India can be defined. But we cannot attempt at 
this stage to indicate what these powers should be. The ques- 
tion requires full investigation in order that the largest pos- 
sible advantage may be derived from the experience of other 
countries v/here the State management of railways has led to 
difliculties. 

195. Necessity for enquiry.— It will be obvious that 
it would be impossible to devise a satisfactory scheme 
of administration without a detailed enquiry by a coiiunittee 
or conunission. Such an enquiry should, we think, be in- 
stituted as soon as possible. It would be the duty of, the 
investigating body to make recommendations as to the manner 
in whjeh the authority should be constituted, the powers it 
should exercise, the matters for Avhich provision should be 
made in the Act setting up the authority, the control to be 
reserved to the Goveitoment of India, and the powers to be 
reserved to the S^retary of State in order to safeguard tbes 
purposes of Parliament. A complete enumeration of tbe 
matters to be examined we cannot of course attempl# 
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but they should certainly include the subjects specified 
in paragraph 192 above. There is one other matter ol 
great importance. The existence in India, side by side, ol 
Statif-jowned and managed railways and railways owned by 
the State but managed by sterling companies domiciled in 
England, makes it peculiarly difficult to devise a satisfactory 
scheme for setting up a statutory railway authority for the 
administration of the railways. The contracts of the com- 
pany-managed railways? are with the Secretary of State, and 
though the Government of India exercises by delegation many 
of the powci's reserved by the contracts to the Secretary of 
State, the ultimate control rests entirely in his hands, 
and the companies, by reason of their domicile, have direct 
access to him. It will be necessary for those making the 
enquiry to examine the question closely, and to consider how 
far the powers of the S(ieretar>' of State under the contracts 
should be exercised by the statutory raihvay authority, and 
in what matters the Secretary of State himself should reserve 
control. Their task will bo extremely complex and difficult, 
but we have no doubt that the difficulties must bo faced. It 
is our desire to see the direction of railway policy placed iu 
the hands of popular ministers, but it seems to us an indis- 

E ensable i)rGliminary that a system of administration should 
rst be established, which will provide for the efficient 
commercial manag(!nient of the railways, and will also to a 
large extent safeguard the purposes of Parliament and avoid 
the necessity for detailed control. 

196.> Method,, of legislation. — ^Before any scheme for 
establishing a statutory authority to administer the railways 
is adopted, it would be necessary that Indian opinion should 
have full opportunity of expression, and any commission 
or committee which may bo set up to consider the 
question should of (Kuirse include representatives of Indian 
opinion as well as the necessary financial and railwaj’' 
experts. These enquiries must take time, and since it is 
desirable that the new system of administration should be 
ready to function by the date on which the new constitution 
comes into force, it is evident that special steps will be 
necessary in order to expedite the procedure. We should 
propose that, following the South African precedent, pro- 
vision should be made in the constitution for the establisb- 
ment of the raihvay authority by the insertion of a section 
in the Govtunment of India Act, the detailed provisions 
neeessar)’' being included in rules made under the Act. 
These rules might be subject to modincation bj^ the Indian 
legislature after the lapse of a sufficient period to enable the 
new authority to establish its position and all concerned to- 
gain experience of the working of the new system. 
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EXTERNAL AFFAIRS. 

197. In the immediately preceding sections we have been 
concerned to develop our suggestions ier the general stnicture 
of government at the centre, according as they have api^ica- 
tion to particular departments. We now turn to India’s 
OKtemal relations in which several departments are concerned. 
The problems which iirise have not fallen within the scope 
of the proposals of the Indian Statutory Commission, perhaps 
because no definite constitutional provisions appeared to bc 
required in the structure which they contemplate. But the 
demand of Indian opinion, which wo have described as 
directed to obtain self-government at home and national 
recognition abroad, leads us to consider to what extent the 
central executive which we contemplate might be concerned 
with the external relations of India with the other parts of 
the Empire* and with foreign countric.s. 

The existing position has been thfscribed in tiie meiuo- 
randiun wliich we submitted to the Indian Statiitory Commis- 
sion on the status and position of India iii the Brilish Empire 
and in tlie Tiulia Office memorandum on the international 
status of India. Jt is beyond doubt that there has so far 
been no delegation of authority to tJie (}ovei*nment of India 
in regard to external matters. As regards commercial agree- 
ments with foreign countries she has not the power which the 
Dominions have to enter into direct negotiations. The Gov- 
ernment of India Act restricts the power of the Governor 
General in Council to make political treaties and forbids the 
Indian legislature, without the previous saucliou of the 
Governor General, to legislate I’cgarding the relations of Gov- 
ernment witli foreign Princes or States. We do not contem- 
plate that in present circumstances tlie Govermnent of India 
could have a decisive concern with tlioso foreign rela- 
tions which closely overlie the right to make war and peace. 
On first clas.s questions of f(»reign and Imperial policy 
independent action by India is lud yet witliin the realm 
of practical politics-. India is indeed more continuously and 
practically concerned with foreign policy i)artienlar]y in the 
Middle East than any of tlie sel f-governing Dominions. But 
whatever may be the degree of consultation with the Govern- 
ment of India, and whatever the agency functions which that 
Government niay perform, the decisions must still remain 
with His Majesty’s Government. Nevertheless, there is a 
large range of external relations which may conveniently be so 
classed in distinction from foreign affairs, and in which we 
see scope for an increasing recognition of the individnality 
of India among the nations of the world. It may weU l>e 
that if the purposes of Parliament are defined, as we propose, 
the Government of India may enjoy considerable liberty ia 
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matters such as commercial treaties, and the treatment of 
Ibidians overseas. We make no precise proposals in this 
regard for, whether our relations be with countries within or 
outside the Empire, we consider that the functions of the 
Government of India must develop by agreement and con- 
vention rather than by the enactment of institutional pro- 
wsion. It is by the growth of imderstandings and conven- 
tions and not by provisions of positive law that the Domi- 
nions have attained their present position. These are the 
l^es on which India’s authority over her own external 
affairs must grow. Such a development not only postulates 
an alteration in the constitution of the Government of India 
which would confer upon it a distinct individuality for 
domestic purposes^ but is also its necessary complement 
if the aspirations of India for a recognition of its status 
at home and abroad are to be satisfied. The Indian 
Statutory Commission have taken the first step in this 
Erection, by recommending that in future the Governor 
General, and not the Crown, should appoint the members 
of the central executive, and in earlier paragraphs we 
have sought to describe what appeared to us to be the 
implication of such a change. If, in addition, India by 
convention were authorized to negotiate and conclude 
agreements with other countries vdthin the Empire and 
even with foreign nalions her feet would be set firmly upon 
the path along which the Dominions have preceded her. 

DELATIONS BETWEEN CBNTEE AND PROVINCES. 

198. Principles of classification. — ^Beforc wc leave the 
discussion of eoustitutional machinery in the pi’ovinoial and 
central spher es, it will be convenient to say something upon 
the degree and method of adjustment that their mutual 
relations arc likely to require. The Indian Statutory 
Commis.sion conclude* their chapter on the relations between 
the centre and provinces, with a consideration of the distribu- 
tion of administrative responsibility. In an earlier chapter 
on the provipcial legislature, they statef their conclusions 
regarding the distribution of subjects of legislation between 
the central and the provincial legislatures. Sir Walter 
Layton’s scheme similarly makes a distribution in the 
financial field. It will be convenient if wc dedl in one place 
with these questions of jurisdiction, and with the further 
question Of bow far provincial jurisdictions may be sub- 
ordinate to or correlated with central authority. We are 
her^ in a field within which final dispositions cannot now 
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1)6 made. The ultimate form of the constitution cannot 
yet be settled, or even be predicted with conMence. Wo 
need not, therefore, on merely theoretical grounds radically' 
disturb arrangements which have in the past proved . satis- 
factory. “ It is, nevertheless ”, as the Commission observe,* 
** important to devise the immediate structure in such a 
way as to avoid placing any unnecessary obstacles in 
the way of any natural future developments ”. Con- 
siderations of that nature, we presume, led the Commission 
to leave intact, save for a few matters of detail, tte 
existing distribution of legislative and administrative 
authority, and to maintain,! as wo understand them to intend, 
the. present practice of deciding such questions by rule. 
We presume also that the Commisaiou do not accept thte 
proposal that ” residuary functions ” should be provincial. 
In our view it is not improbable that the ultimate solution 
■of the problem of jurisdictions may be the provincialization 
of residuary functions, but we do not feel sure that the 
■conditions are yet projjared for a decision of this very 
important point in the future federal constitution of India. 
Two local (lovernments have advocated that residuary 
powers should rest with the provinces and not with the 
centre, and apparently contemplate that a final and rigid 
classification of that nature should be made. One of our 
number would prefer to put that arrangement in a some- 
what more clastic form, making statutory provision that 
any matter which is not already specified under the existing 
rules, should be assumed to fall within the jurisdiction of 
the local Government, and that in case it is claimed to be 
witMn the jurisdiction of the central Goveriimont, the 
matter should be decided by the GovciJior General. It is 
felt that, in view of the grant of autonomy to provinces 
and the desire to let provinces develop on autonomous 
and federal lines, this is the natural course to adopt. 
It does not in any way commit the centre to any parti- 
cular constitution in future, while it enables the central 
Government to bring the matter within its own jurii^iction 
if it really finds it necessary to do so. Others, however, feel 
that so grave a decision cannoi be taken at once. In their 
view it would be premature to entrust to local Governments, 
now to be equipped with untried machinery, all functions of 
government other than those specifically assigned to the 
central Government. Such a decision could be taken only on 
theoretical grounds and might have inconvenient con- 
sequences. It might, for instance, be argued that. If ^ the 
function^ of the central Government alone were exhaustively 
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prescribed, <lio onus of proving that any action taken was- 
intra vires Avonld rest on it alone. Such a position might 
derogate from the vigour of central administration, and 
might have the effect of impairing the liberty of the 
Governor General to be the interpreter of this portion of 
the constitution. It seems probable that a scheme of ex- 
elusive jurisdictions could not be worked until the inter- 
pretation of the constitution is entrusted almost entirely 
to judicial authority, and for that development, othei* 
objections apart, conditions are far from ripe. The question 
is at preseT)t largely one of status which may await decision 
till the new responsible Governments in provinces have proved 
themselves. So far as it is a matter of efficiency of goveni- 
ment, the present classification appears to us, as it appeared 
to the Commission, to be generally satisfactory, and we 
hesitate to decide now that functions, which Government in 
future may iiave to assume but cannot at present foresee, 
should be provincial. We prefer to maintain the freedom 
which the Devolution rules now afford, to extend the provincial 
field as new activities of government devtdop rather than to 
be driven to devise means of assiuning these activities to 
the central Governmeat, as occasion later may arise, from 
among undefined jurisdictions allotted oji geneiai grounds to 
provinces. 

Holding these viov/s, we are in general agreement with 
what we take to be the recommendation of the Oomraissio^i 
that the classification of subjects should continue to be 
regulated by rule. We rocognijcc tliat*^ “ changes in the rules- 
may be necessary from time to time ”, and we see in that 
necessity good ground for avoiding the rigidity of .statutory 
enactment. 

199. Legislative jurisdictions. — J.egislative jurisdictions 
must indeed rest on enactment, but we share the strong desire 
of the Commissiont to see maintained the provisions of 
the existing Act These provisions establish a certain con- 
• currenco of jurisdictions, kept apart by a jiecessity imposed 
on both central and provincial anthoriti-es of obtaining the 
previous sanction of the Governor General, before the classi- 
fication of subjects made by rule is transgressed. In effect, 
they protect legislation, provincial or central, from undue 
challenge of its validity, but provide for selection of the- 
forum in which proposals may be debated and enacted. The 
Commission find these provisions to be “ ingenious and! 
effective ”. We believe them to be well-suited to the condi- 
tions of the countrj', and to have proved generally acceptable. 
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It iSj^however, possible to attack them on the grounds that the 
dassifioation of stibjects requires revision, and that the 
machinery of previous sanction is capable of improvement. 
Ill the first regard, the Commission reject* ** any alteration 
of the law which would restrict the range of the legislative 
power of the centre They look rather to a freer use of 
the (Governor General’s power to permit provincial legisliv^ 
tures to undertake legislation on subjects technically central,, 
and to a self-denying practice whereby the central legislature 
would make its enactments on such matter’s as social and 
religious customs adoptive or enabling. We think that these 
arc lines which practice may bo expected and should be 
encouraged to purs,ue. But we observe that two local Govern- 
ments woidd make move rigid x>rovision. The Govern- 
ment of Madrast would remove it from the power of the 
central legislature to legislate foi' matters which concern one 
province alone. The suggestion docs not, so far as we are 
aware, proceed on any gi’ouud of complaint in the past, and 
we are reluctant to introduce into an already intricate 
system complications which necessity does not require. There 
is much in the sngge.stion as made which we could not accept. 

• Wo could not accept il as a denial to the central legislature 
of a right to legislate on its oivn subjects of administration, 
if necessary, province by province, or, for instance, 
for individual ports or universities. Nor could wo at once 
agree that certain provincial subjects should not be “ subject 
to legislation by the Indian legislature ” as, they are at 
present. But if the Government of Madras desire that the 
central legislature shotdd not legi.slate for provincial subjects, 
whose adiTiinistration has no extra-jirovincial effects, we 
would ex])pct that the result of such a jirovision would be 
little different from that produced by the ])vo.sent provisions 
for provions sanction to central legislation. 

The suggestion of the Government of the United Pro- 
vinces is of the nature of a check to be operated at pleasure 
by the local legislature. It is proposed that the local legisla- 
ture^ should he empowered to reqiirc the central legislature 
to give to its legislation, affecting social .and religious usages, 
au enabling form. It would be for the Governor General to 
decide when such a powei* became operative, by declaring 
whether the proposed legislation actually affected social and 
religious usages or not. We are in syunpathy, as were the Com- 
mission, with the desire that amendments of social and 
religious usage should he loft increasingly to local legislature-s. 
But we would not readily agree that all amendments 
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should neces!?arily bo so left, ‘nor that the mechanism to secure 
provincial interests should be a provincial power of control 
over the centre. Measures of this kind would require the 
I)reviou8 sanction of the Governor General before introduc- 
tion into tlio Lep^islative Assembly, and are not now in 
pracliec taken into consideration till local Governments have 
been fully consulted. It would, we think, be adequate if a 
practice were 'established that such consultation invariably 
preceded the sT”ant of previous sanction. But wo would see 
inconvenience in a provincial power to revise the grant of 
previous sanction, or to sit in considei’ation of a measure 
under discussion in the Assembly, and to intervene at any 
stage, even the latest, of that discussion. We would our- 
eelves trust tt> the reconimendations, which the Commission 
have made, to S(‘Curo due eonsidciration of provinciid interests. 

The second ground on which the present system may be 
•criticized is that the necessity for obtaining previous sanction 
to provincial legislation causes inconvenience and delay. 
(Iriticisms, of this nature were made in the earlier period of 
the reformed regime, when the oj)eration of the law of sanc- 
tion was attended with some friction. Tlmt friction is now 
.largely a thing of the past, and it is qnostionahle whether any 
Kuhstantial practical henetit wonld enstie from a modification 
of the existing provisions. Nevertheless we would accept 
ihe suggestion of the Govorninent of Bombay*, whereby a 
discretion would he taken to mitigate by rule the rigidity of 
the present law. 

200. Administrative and financial juiisdictions. — The 
present distribution of administrative responsibility is com- 
mended by tlie Commission as generally satisfactory. We 
agree, and find support for tlio same conclusion in the 
vioAVS which tlio provincial Governments have expressed. We 
await the publication of the. report of Mr. Whitley’s Commis- 
sion before submitting our recommeudations for the dis- 
tribution of functions in regard to industrial matters. The 
more particular recommendation of« the Indian Statutory 
Commission in regard to the Criminal Intelligence Depart- 
ment is opposed by the Govomraents of Bengal, the United 
Provinces, and Assam. The Commission recommend that the 
classification of police as a subject of provincial administra- 
tion should ho accompanied by a discretion in the Governor 
General in Council to determine conditions regarding 
the organization of a provincial Criminal Intelligence Depart- 
ment. The Commission rightly regard the matter as 
important. . An efficient intelligence service will depend on 
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co-operation between local Governments and on co-ordina- 
tion by the central agency. But the Griminal Intelligence 
Department organization must be part of ih-) regular 
police administration of the province, as the Government of 
Bengal point out, and little practical value would attach to a 
power to impose ’control over only one branch of a unified 
machinery of police administration. I’he recommendation of 
the Commission, liowever, is in effect permissive, and we are 
prepared to accept it on that basis. • 

In earlier paragraphs of this despatch we have dealt in 
detail with the proposals of the Indian Statutory Commission 
regarding ijrovineial finance. These matters als.o we have 
considered in the light of the princii)les of classification which 
we have jnst described. We would continue the exist- 
ing practice by which financial authority is distributed 
by statutorj^ rule, and wo would retain residuary powers of 
taxation at the centre. These appear to us to bo wise 
accompanimenls of the entirely novel arrangements proposed 
by the Commission. 

201. Control. —Turning to the cjuestions of control, wo 
find ourselves in complete accord with the recomraeudation 
ol Ihe Commission that Goveraiors in the use of their special 
and emergency jiowers shohld be .supervised by the Governor 
General and not by the Governor General in Council. These 
powers are o-xercised in rosponsilulity to Parliament, and 
control of them cannot appropriately bo e.Kcrcised through an 
authority in close relations with a popular central legbslaturc. 
It is on that ground I'allier than on any ground of the ultimate 
form of federation that w(‘ would employ only parliameutary 
channels of control over Governors. 

Wo approach t!ie Commi.ssionV, recommendations* relat- 
ing to “ the normal powers of the ce7itr(i over the provincial 
Oovemmonts ” from the points of view of the scope of these 
povrers and the mainuu’ of their exercise. The first of the 
eight catcgorie.s framed by the Commission seems to us to 
he inevilahle not only because central administration is vital, 
but also because a eoutral Government without self-sufficient 
central agencies, must be in a position to secure necessary 
action in provinces. The provision has indeed the sanction 
.of usage, and is not objected to by any provincial Govern- 
ment. The second category is drawn in wider language than 
the corresponding category in Devolution rule 49. The Gov- 
ernment of Madras object to it on the ground that it gives 
the central Government too wide a measure of control. They 
would maintain the existing rule which provides onlv for 
inter-provincial disputes. The Government of the T Tnited 
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Provinces would accept* It only on “ the understandings that 
the Government of India *will be restricted to use their 
powers principally for the purpose of collecting information, 
giving advice, and settling a common policy, and not for the 
purpose of interfering in the actual details of administration 
in any province The criticism of the Government of the 
United Provinces appears to us, to contain the answer to the 
objection of the Government of Madras. It is because, in 
many matters *which were not in dyarchio constitutions 
transferred, a common policy may need to be determined 
without waiting for disputes between provinces to arise, that 
a new definition of central oonti’ol must be sought. We agree 
with the Commission that the definition must lie in very 
broad terras. But we also agi-ee with the Government of the 
United Provinces that means must be sought whereby pro- 
vincial responsibilities may be safeguaixled. The Go^'ern- 
ment of the United Provinces would find these means in a 
definition of the spirit in which control will he exercised. The 
Commission have provided a check in the personal and entire 
discretion of the Governor General to decide, in any given 
instance, the scope of control. We ourselves hope that that 
discretion, combined with the restrictions on the method of 
control which we shall presently suggest, will allay fears that 
the intervention of the central Government may be exces- 
sive. 


No diflSculty arises about the third category which is, 
however, not so much a matter of control as a <listinct power 
which the centre must possess. In a preceding parograph 
Wf have stated our views upon the fourth catcgoiy regarding 
control of provincial borrowings. The fifth and sixth 
categories might, w^e think, well he treated in the chain of 
relations between the Secretary of • State, the Governor 
General and the Governor, and should not ho classed as 
matters within the superintendence, direction and control of 
the central Government. The' proposals + of the Oommis doii 
regarding security services confer on the Secretary of State 
a power to require provincial Governments to «;inploy these 
services in snch numbers and in such appointments as he 
thinks nece.ssary. They also imply tJie ])ower to exorcise 
disciplinary anthority. It might be convenient if the Secre- 
tary of Stat(' were to delegate to the Government of India 
suitable powers, possibly to the extent suggested* by the 
Goveniment of the United Provinces. But we see no reason 
why this should be done by statute as the Commission appear 
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to contemplate. The phrase* “ safeguarding of Imperial 
interests ” does not appear to us to be entirely free from 
obscurity, but we feel no doubt of the need for some such 
provision giving powers to the agents of Parliament. 

The seventh and eighth categories appear to us to be 
more suitable for classification as coutral subjects than for 
expression as 'powers of control. If they were s.o classified 
the reejuisite power of control would flow from the first 
category. We recognize, however, that difficult questions 
arise, as they have arisen elsewhere, for instance in Canada, 
regarding the participation of provinces in decisions reached 
by the Government of India in external affairs. The subject 
is a difficult one, and its solution will probably be found 
through the operation of practice and convention. But 
whatever procedure may be approved for reaching decisions, 
and we recognize to the full the desirability of previous con- 
sultation Avith provinces, it is clear that the final authority 
must rest with the central Government, in whom must also 
reside power to make the decision effective. • 

We cmieeive of these x)owers being exercised, as central 
control is a( pn'sent n(>rmally exorcise*!, by Avay of consulta- 
• tion, advice and eviui remonstrance! If, boAvever, the Gov- 
ernment of India wore nnabhi by lln-se methods to got its 
way, we would not *Mnifcr upon it a further mandatory power, 
bnt would expect it to .ndviso the Governor General to act in 
relations with the Governor. 'Phe <;hain of authority would 
be the Governor General’s powers of sn])ervision over the 
Governor, and the Governm-’s overriding powers over his, 
Cabinet. Tin* machinery of control which wc have described 
seems to ns to reconcile the claims of central and of provin- 
cial anthoritv most convonicmtly. On the one hand, wo do 
not desire to exclude the Assembly from discussion of 
matters Avhich fall within the proper scope of the ccjitral 
executive. On the other, we see objection to placing a 
Governor or his ministers in the position of receiving orders 
from an exeentiA'O in relations Avith the Assembly. In 
practice the necessity of obtaining tLc decision of the 
Governor General, before it can be hc.d that proAuncial action 
affects the interests of some other part of India, Avill he an 
additional security that the provincial field is not unduly 
invaded by the poAvers of supervision. 


202. Co-operation and co-ordination. — Tlie recommenda- 
tions of the Cotapaiasiou for co-operation between central and 
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any new constitutional provisions. We have already accepted 
the suggestion* that it should be rendered constitutionally 
possible, under suitable restrictions, to assist provincial 
objects from central funds, and vice versa. “ Oo-opora- 
tion ”,t say the Commission, “ should bo secured by the 
general goodwill of the Governments concerned, rather than 
by the imposition of specilic central control We agree, and 
although wo recognize that the Commission ^so pi-oposef 
that the central Government should “ in future have a more 
airthoritative ijosition tlmn it now enjoys, constitutionally, 
in the transferred sphere ”, we think that the restriction^ 
placed on the sectond category' of control will obviate danger 
of co-operation being secured, save in case of necessity, in any 
other way. 


THE SERVICES. 

20.*?. The Indian Civil Service and Indian Police Ser- 
vice. — Continuance of recruitment. — The question of the 
steps to be taken in regard to those services which are still 
recruited hy tiie Secretary of State on an all-India basis, is 
one of great importance for the future administration of the 
country and, we thiulr, for the successful working of the new 
constitmion which it is fJroposed to set up. n’he Statutoiy 
Commission lia\'o rightly said that the Indian Civil Service 
and the Indian Police Sendee stand in a class by themselves 
as the “ seenrily sen-ices ”, upon which depend the organiza- 
tion and direction of the general administrative system and 
the mainlenance of law and oT<ler. The Commission recom- 
mend that those two services should remain on an all-India 
fooliiig, and tliat recruitment for them should be made by the 
Socrelnry of State;. TJio majority of t!io local Governments 
are very decidedly in favour of this rec(unmcndation, though 
within the Goveniments (hero arc disse/iitierit views. We our- 
selves have no. hesitalioii in .su])poyting the -proposal of the 
Commission. It has been objected lhai a provincial Gdvevn- 
mont cannot feel nnhampercfl in the exorcise of its authority, 
so long as it is, not free lo recruit all its services on its own 
terms and have (ho final voice in controlling them. The 
anomaly' may be admitted, but it must a! (lie same time be 
recognized that considerable risks will bo taken if the direc- 
tion of policy- in all provincial subjects is transferred to 
popular Governmejits, and Ibat, if simultaneonsly far-reach- 
ing cl'.angcs ai-e made in the administrative machine whose 
task it is to carry’- out policy, there is danger that the new 
system may- start under a serious handicap, %It is necessary 
to keep the administrative foundations sound, while the new 
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constitution is faeuig the difficulties which are likely to con- 
front if. at the start. AVliethei', after these have been sur- 
moiuiled, it will be desirable to continue the reeruilmeut of 
the securit y services on the present basis is a question depend- 
ing on conditions which cannot at present be foreseen; 

Many of those who advocate the discontinuance of the 
present fona of jeci-uitinent have no desii'e to destroy the 
existing orgaia?.aiion. They recognize the value of the work 
the services may bo cx]ieeted T>orfonn duriiijr the transition 
period, and would be prepared to face the temporary 
anomaly of retaining officers, who can look outsid(s the 
province for the ultimate protection of their interests. 
But there is a large volume of opinion which argues that tlie 
existing body of officers, retaining their existing privileges 
and safeguards, will he sufficient to tide over the period while 
the qew constitution is establishing itself, and that by the time 
they disajjpqar their s,ervices Avill no longer he required. AVe 
think that those who IjoJd 1 hose views do nol take full account 
of the probable results of sto])ping reemitment. AVo believe 
that, as soon as it was mmonnc<5d that recruitment was 
stopped and that llio all-Tndia sereicos as a vhole wove in 
etfect being closed down, the existing nmnhers would dwindle 
far mor<! rajiidly than is desired. Nor would it he easy, if 
necessity arose, to resume n'crnilment with success after au 
int(!r^•nI, would have broken the old connections and 

traditions. The disconlinnanco of reci'uilmeiit would in effect 
amount to taking a hnal decision al a time wdioii the condi- 
tions of the fntnvfi are still nnkmnvn. For fliest* reasons we 
hold that it is (!Sso7itinl to contiTiue recruitment to Ihoso ser- 
vices on the (?xisting hasi.*:'. 

20-1. The same. — Recruitment by the Secretary of State. — 
It is generally agiecd that a decision to continue recruitment 
for the security services involves the eoutinnancc', of their 
rc(;rui(ment by ll'e fiocndary of State. The .iiistificalitni for 
maintaining llu-.st- services is that Ihe.y furnish offioor.s of a 
high .standard to deal with mailers, the efficient handiiug of 
which i.s a pvimaTv interest of the country. Tt Ls of the 
essence of the case that I he soi'vicos should he able to attract 
the best nniierial available. As the Statutory rommission 
point out, an all-Tndia service has a much wider field of 
choice tiian any pi'ovincial, sei'vice, and the status and 
traditions aTiarhijj£.>- to it attract the best clas.s of Indian 
candidates, while there can he no doubt that without the 
Bccurity which is afforded by the protection of tlnj Sec- 
retary of State, British candidates ^ of the present 
standard couhT not be obtained. It has indeed teen sug- 
gested by the majority of the Bombay Government that, 
while these two services sJionld he retained on an all-Tndia 
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basis, they should be recruited not by the Secretary of 
Slate but tbi'ough the central Public Service Commission, 
and that they should look for protection to the Government 
of India. Some\^hat similar ideas are expressed in other 
quarters. We fear .that this compromise does not really meet 
the difficulties that are felt on either side. On the one hand 
British candidates, have for a long time attached great 
importance to the protection of the Secretary, of State, the 
value of which has been proved by experience. The Govern- 
ment of India is for them a distaait body, whose general jitti- 
tude to the questions that may affect them is unknown. Its 
protection will not give them the same sense of assurance as 
they derive from the protection of the Secretary of State. 
On the other hand, so long as the services remain on an all- 
India basis and their pay and conditions are settled by a 
central authority, whether it be the Government of India or 
the Soevetnry ot State, the objection that local Govcrnrncuts 
would be hampered in the exercise of their authority is not re- 
moved. We do hol consider tJiat any intermediate position 
betw'ooii reinaiilnieiii by the Secretary of State and inovin- 
oiaJizalion is likely to prove saii.sfacti>ry and, as we hold that 
the time has not come for provincialization, we have no hesi- 
tation in ftiqipoi ting the propo.-^al that roeniitment .should be 
eojitinuod on an aJI-Tudin basis by the Secretary of State and 
under the gu.'irantco of his protection. 

. 205. The sarae.--Itates of Indianization. — ^All local Gov- 
criiimmls agree that, if the security services are to coutiiiuo on 
an all-.lndin ba.sis, the existing rates of Indianization, which 
were tixed on the recommendation of the Tjoc Commission, 
should be maintained. 'Plieso rates arc calculated to produce 
an ofiuaJity between the numbers of Europeans and Indians in 
the Indian Civil Sorvic(i by llKlb and in the Indian Police 
Service tiy .194}). Wc propose no change in tlie.se rates of 
Jndianization, which are indeed as ra])id as appear to us to bo 
consistent wdth the retention of the character and traditions of 
the two services. 

20t), The same. — Future reconsideration. — We have indi- 
cated above our view that the continuance of re-- 
cruitmenl for tlie.se two services must not be taken 
as irniilyiiig an intention that they should be retained 
indelinitoly. j\ll local Goverpments are agreed tfi.it 
the matter should after some period be reconsidered 
in tlie light «)f conditions then existing. There i.s a 
considerable variety in the suggestions, made as to the period 
after which reconsideration should take place. The Punjab 
Government have suggested the year 1949, when the process 
of bringing the number of Europeans and Indians to an 
finality in the Indian Police Service will have been com- 
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plcted. The (Tovernmeut of Bihar and Ori&sa suggest 1939 | 
the year in which a similar process in the Indian Civil Serviije 
should have been accomplished. The Central Provinces Gov- 
ernment suggest that reconsideration should take place when 
equality of ICuropeans and Indians in. each service has been 
reached. We doubt whether at this stage it is necessary to 
take a^ definite decision ou the point, particularly as it seems 
to us inevitable that, when the proportions contemplated by 
the Lee Commission have been attained,, the future of each 
service must be fully reviewed. 

207. The Indian Forest Service and the Irrigation branch 
of the Indian Service of En^neers. — The Statutory Commis- 
sion did not roach any definite conclusion as to whether all- 
India recruiiincnt should continue for the Irrigation branch 
of the Indian Service of Engineers and for the Indian Forest 
Service. None of the provincial Governments had recom- 
mended this course, but the Commission were so much im- 
pressed by the importance of tlic work these two s,ervices 
perform, that they felt the matter required further examina- 
tion, Local Governments have again expressed their opinions 
in the light of tlie considerations brought out in the 
report of the Commission. They are, however, still 
unanimous tliat there is no necessity to continue recruitment 
for the Forest Service ou an all-Tndia basis, a)id, with the 
exception of the Governments, of tlie Punjab and of Bombay, 
no local Government recommends tliat all-India recruitment 
should be continued for the Irrigation branch of the Indian 
Service of Engineers. In two yirovincos recruitment for the 
Indian Forest Service lias already been terminated as the 
result of the Lee Commission’s recommendations, and im- 
portant as, the work of tlie Forest Deiiavtment is, we do not 
feel there is sufficient justilieatioa for continniiig rc'cruilment 
for the Indian Forest Service in the other provinces, contrary 
to the recommendations of the local Governments. It can 
only be for very special reasons, such as those which apply to 
the two security services„ that recruitment by the Secretary of 
State canire justified for services which will be working under 
an autonomous provincial Government. In the cas,e of the 
Irrigation service the considerationo are perhaps more evenly 
balanced. The revenue derived from the great irrigation 
works in certain provinces is a vital element in provincial 
finance, and the irrigation system is one of the chief founda- 
tions of the economic prosperity and contentment of the 
people. The official members of the Punjab Government go 
80 far as to say that the efficiency and initiative of the irriga- 
tion officer is a factor for internal stability, practically on a 
plane with that of the officer in the security services. It is 
easy to understand the anxiety expressed by the majority 
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of the Punjab Government on the reserved side to retain 
what they regard as an insurance against deterioration in a 
sei’vico of siich vital importance to the prosperity and 
economic life of the province. The recommendation of the 
Bombay Government is also doubtless due to the fact that 
the whole future of tihid depends ou the success of the Sukkur 
Barrage iiTigation scheme, in which, moreover, a huge capital 
sum has been sunk. It Avould be rash lightly to disregard 
the views of Ihe local Govormuonts, in a matter of such 
fimdameiital conconi to them. At the same lime, we are 
anxious that rocrnitmeiit should 7iot be continued under the 
guarantee* of the Secretary of State unle.ss the need for it 
is beyond all I'oasonable doubt. In all ijronnces, except 
the Punjab and Bombay, local Governments are pre-- 
parod to take the risk of di.sjHMising' witJi recruitment for this 
service on an all-lmiia basis, and we acccfjit their views. 
We have not been able to reach a final concinsiou in regard 
to the Punjab and Bombay, d’hero Avould be obvious advant- 
ages,, we tliiak, if if Averb ])ossihle to retain an all-Tndia ser- 
vice for dealin,g with the great schemo.s of irri,gation of the 
Indus valley, particularly as they affect two different 
local administrations. On the oiber hand, duo Aveiglit must 
be attaeb.ed to public oi)inion, and it Avould sceni, li’om the 
vieAA's recorded by the Ke\'enu<> ?dem])ei‘ ainl the Minister for 
local self-governmenl in the Punjab, that there is delinite 
opposition to the continuance on existiiyg linos of recruitment 
for the Irrigation service in the Punjab. If it Avere decided 
that roernilment should be raainiaiiU'd ou an all-India ba.sis 
for the Pun.jab and Bombay, it would be for furtlu'r con- 
sideration AA'botber this re<!ruitraenl. slionld bo (apu ie<I out by 
the S(’cretary of State, as recommoTuled by the Punjab Goa’-- 
ernmejd', or by tbe Public Service Commission, on behalf of 
the Go\'enimeut f»f India, as recommended by the GovevuTn<>ut 
of Bombay. MTiate.A’or may be tlie decision in regard In the 
Punjab and Bombay, avo are agreed that in other provinces 
recniiiment *by the Soerolaiy of Slate for tbe Irrigation 
branch of the Indian Ser\dc‘e of Engineers should not be con- 
tinued after the introduction of tlio ncAV con-stitntion. 

208. The central services.~Tho Statutory Commission 
have made no reference to the position of thd central ser- 
vices, which Avork under the Government of India. For tbe 
most part tbe control of these s,orviccs has been vested by 
the rweut civil seTviccs (classifiealion. control and appeal) 
rules in the GoAmriiment of India. But the Secretary of 
State in Council is still responsible for the recruitment and 
control of the Indian Political Department, the Indian 
Ecclesiastical Establishment, persons appointed outside India 
to the superior telegraph engineering and wireless 
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branches Indian Posts and Telegraphs Department and 
a few civilian • oflicers holding posts wdiich are paid from 
army estimates. He also rocnuts officers appointed outside 
India to the superior railway services, and controls the com- 
paratively few officers liolding the King’s coimnission on the 
active list of the regular army and the Royal Indiau Jilarine, 
who are employed in certain central services. We assume 
that the Statutory Commission intended that there should be 
no change in these respects.. That is also our view, except 
in so far as recruitment for the sux)erior telegraph engineer- 
ing and wireless branches of the Jndiaji Posts and Tele- 
graphs Department is concerned. \Ve do not think it is 
necessary that the >S(icretary of Slate should continue in 
future to carry on llriti.sh recruitment for this service. Its 
cadre is small. British rcci-uits are not likely to exceed on 
the average one in two ycari:' and the number may oven he 
less, and have no j'eason to d<mht that the Covernment of 
India will ho able, Avithout the assistanci^ of the >Se(*retary of 
State, to obtain suitable British i-ecniits in the nnmhers re- 
quired, 

209. Safeguards and conditions of service. Jt is common 
ground that whatever may he the decision as to futtire 
recruitment of iho all-India .'ier\icei.f, the officers at pre.^ent 
in these services should bo eiicoiirag<.‘d to remain, and should 
retain all thoir existing vighls, sr.fegnards nnd prospects. 
Further, as we explain later In our observations on the (Coun- 
cil of IniMa, w(' reeemnnend that changes iii the statutory rules 
affecting the services should he made in consultatiou with a 
body which represents service o.'rpcrionce. Oiu' important 
factor in the retention of the exi.sling officor.s of lln* nll-lndia 
sev' ices is uudonhtediv (he right ^d' [treniatnn' i-idiroment. 
This right is a( ]ii'esent possessed liv all officers in these ser- 
vices, exee])t the more recent reciaiits of Asiatic domicile. 
Generally spoakinv, under existing orders, the ojition to retire 
prematurely extend.s only for twelve months after the transfer 
of power propo.sod by the Oornmission has taken place. All 
local Governments agree with tlie Htatutorv Commission that 
the right of premature ladiremeut should be <-ontiiiUed, with- 
out limit of time, to any officer who might nuder the nrosont 
rules have so retired on th<* coming into force of the new 
constitution. We have no doubt that' the extension of this 
privilege is o.ssontial. If an irrevocable eboicc is presented 
at a particular moment, there is a serious risk that a large 
number of valuable officers would decide to retire. Tlie eX' 
perience of the past has demonstrated clearly that officers 
are more likely to remain while the option of retirement is 
kept open. 

The Commission recommend that those, who are I’ecrnited 
after the introduction of the new con.stitntiofi, should en^oy 
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the Bame rights, privileges and safeguards as members 
recruited before the change, except in respect of the right of 
premature retirement. They do not consider it is reason- 
able that those who enter the s,ervices with full knowledge of 
the conditions should be granted this right. In principle we 
accept this view, but, in agreement with more than one local 
Government, we regard the matter as one that will have 
to be decided in aceortlance with I he practical considera- 
tions of fact. If satisfactory recruits can be obtained 
without the grant of this privilege, there is no reason why 
it should he gratited.. But we do not think it would he wise 
to run the risk of losing the recruits required for the all-India 
Services, merely on this point of principle. It does not follow 
that it would be necessary to extend to new recruits the 
precise scheme which is, open to existing members of the 
services. We think that the suggestion made by the United 
Provinces Government that rights of retirement' should be 
offered after fixed periods of service, the earliest of such 
periods being twelve years, might w’ell be considered, should 
the necessity for making this concession arise. 

210. Security of pensions, family pensions and provident 
funds. — The rej'lies of local Governments indicate marked 
uneasiness among members of the all-India services in regard 
to their iien.sioiia, family pensions and pr'ovident funds. On 
these questions we endorse the recommendalion* made by 
the Indian Statutory Commission. They point out that they 
are not proposing any change which would bring jrensions 
into jeopardy, but, folloAving the Lee Commission, they recom- 
mend that, if any statutory change is made hereafter 
inA'olving the transfer of the financial control in this regard 
now exercised by the Secretary of State in Council, adequate 
provision should at the same time he made for safeguarding 
service pensions. We assume that their recommendation was 
intended to include family pensions and provident funds. 
This is a matter to which we attach great importance, and we 
trust that ati assurance on thi^ point will be given by Jlis 
Majesty’s Government, and that it may be found possiljle to 
restate with reference to present conditions, in terms as ex- 
plicit as may he, the principles sol forth in paragraph 4 of 
Mr. Montagu’s despatch No. 5-Public, dated the 9tli February 
1922. In the meantime we,aro exmuining, in connection with 
various memorials received from members of the services, 
the question whether it is practicable to supplement this 
assurance by measures which will give a greater sense of 
security to the services, and we propose to address you 
separately on Ihis subject at an early date. 
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211. Other recommendations.— We accept in principle the 
proposals of the Commission in regard to the establishment 
of provincial Public, Service Commissions. There are certain 
other matters of less imi)ortance on which we shall address 
you separately. 

KEIATIONS WITH THE STATfilS. 

212. The federation of all-India a distant ideal. — The 
relations which should obtain between British India and 
the Indian States raise difficult questions immediate and 
remote', both of which have been discussed* by the Cinnmis- 
sion. We readily accept the ideal of an ultimate federation 
of all-India, and agree with the Commission that the 
Indian States and the provinces of British India preseiwe 
remarkable cultural affinities, and are slowly working ont a 
common doetiny. We recognize the geographical, economic 
and political nnity of British India and the States, but we 
share the repugnance of the Commission to pronounce dog- 
matic conclusions. The ideal which has received general 
acceptance, and Avhich we also accept, isf “ some sort of 
federal arrangement ”. Deep-seated difficulties arise from 
the heterogeneity of the units to be federally associated, and 
from the wide range of matters to be made subject to control 
from a common centre. The Commission remark tliat ulti- 
mate fedcM'ation caimol follow any known pattern, and 
we doubt wliether any advantage is to be derived from 
attempting now to sketch the ultimate form of future 
politic^] association between British India and the States. 

Federation might possibly bo evolved on some such lines 
as liave been folloAved in the Dominions or in federal countries 
elesewhero, but wo refrain at this stage from folJowiug the 
Commission into an examination (»f the methods by which the 
end might bo reached. The example of Canada has ai)pealod 
to them, but the Conunission go no further than to say that 
individual adhesion is a possible method of approach. We 
arc ourselves by no rdeans clear that adhesion to the legisla- 
ture of British India holds out greater pnunise than the ex- 
pansion and development of the Council for Greater India, 
and we hesitate to assume that the relations existing between 
the provinces of British India and the centre will not neces- 
sitate a permanent central legislature for British India, deal- 
ing with matters which are of concern to British India alone, 
and to_ which the States cf>uld not appropriately be admitted. 
We think that the way should he left open for the continued 
existence, if necessary, of the British India legislature for 
British India purposes, and for the possible creation of an 
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all-Tndia legislature in which both the States and the pro- 
vinces would be represented. 

In short, the tinae has not yet come for a choice to be 
made. A federation of all-India is still a distant ilieal, and 
the form which it will take cannot now be decided. The duty 
before us at this stage is to assist in arranging the prelimi- 
nary setting and in removing obstacles from a still untrodden 
path. Without indulging in remote speculation, we think 
it more profitable and necessary to examine the concrete pro- 
posals which the Commission make for immediate action. 

213.* Paramountcy. — ^We have already intimated, in the 
course of our examination of the structure of the central 
executive, our acceptance of the Commission’s suggestion that 
the exercise of paramountcy should no longer be a function 
of the Government of India. We propose now tp discuss the 
suggestion in some detail. 

At the outset we accept the important distinction made 
by the Statutory Commission between the exercise of para- 
mountcy on the one hand and, on the other, the normal treat- 
ment of mattei's which are of common concern to the States 
and to British India. It is only in respect of the former that 
the (IJommission recommend that the Viceroy should be 
statutorily ves,ted with the functions now exercised by the 
Government of Tiidia ; and the Princes themselves ask for 
nothing more. The object of the proposed transfer is not to 
change but to perpetuate the present location of responsibility 
with the agents of the Cromi, and the need for it arises partly 
from the anticipated increase of the re.sponsibility or I'cspon- 
siveiiess of the Governor General in Council to the British 
Indian legislature, and partly from the formulation of 
the ideal of a federated India. Whatever legal or constitu- 
tional arguments might bo advanced to the contrary, it is in 
practice essential that the obligations of the Crown towards 
the Indian States should continue to be discharged through an 
agent whom the (hown is able fully to* control. At the same 
time, as the Commission point oat, it is in the last degree 
improbable that the States would ever assent to the idea of a 
federal association, whose democratically controlled executive 
could claim to exercise rights of paramountcy over them- 
selves. Any invasions or limitations of the autonomy of 
the States must come not from the Government of British 
India, but, from the representative of the British Crown, to 
whom alone the Princes admit, alle^ance. 

We have anxiously considered whether the object as 
defined above could be achieved by any means less drastic 
than those advocated by the Indian States Committee and 
the Statntory Commission. Our opinion that there is no 
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satisfactory alternative is not entirely unanimous. One of 
us holds the \aew that the arrangement, under -which the 
exercise of paramountcy is constitutionally vested in the 
Governor 'General in Council, should not be disturbed, except 
to the extent of providing that those members of the Governor 
General’s Council, who may in future be responsible to the 
central legislature, should bo specifically debaricd from 
participation in the disjjosal of such business. Tn other 
words lie considers that, in the' event of the introduction of 
dyarchy into the central Government, all matters relating to 
paramountcy shoidd be classified as ‘ reserved Tf, 
however, the central Government is to be unitary, subject to 
the resoi-vation of overriding powers for the Governor 
General personally in certain malters, the exercise 
of parairymutey shoidd, in his view, undoubtedly bo a 
matter in which the Governor General should possess such 
powers subject only to the control of the Secretarj’^^ of 
State. He further considers that, if bis. views as summarized 
above do not meet Avith acceptance by ITis Majesty’s Govern- 
ment and if members of the Goi’ernor General’s Conncil arc 
to be I'clieved of all responsiluHty iu regard to the functions 
of paramountcy, that responsibility should be vested in the 
GoAcrnor General rather than in the Viceroy. In urging 
this vicAv (which for reasons explained below the remainder 
of ns are unable to endorse) he is actuated by the fear that, 
if at some future dale the offices of Viceroy and Governor 
General Avere to become distinct and to be held by two, 
separate persons, baffiing and undesirable complications 
might ensue. Ills general attitude towards the whole 
question is that tlio contemplated chan.ge involves a very 
drastic soparaliou between British India and tJic States, 
■which is calculaled to render their oA'cntnal fusion more 
difficult than would otherwise lie the case. 

We realize that this latter amcw is held in con.siderably 
stronger form in other quarters also,- and that tliei’e exists a 
suspicion that the A'osting of the functions of paramountcy 
in the Viceroy must, and ma^ oven hav'e boon expressly 
designed to, hamper and delay the pi-ogress of India as a 
Avhole towards true autonomy. We doubt, hoAvever, whether 
this suspicion Avould be dispelled by the adoption of the com- 
promise favoured by oui- colleague. The dyarchic arrange- 
ment which he contemplates would be at variance Avith our 
ideas as to the futiu'e constitution and functioning of the 
Governor General’s Conncil, and could, at the best, be only a 
temporary makeshift which would a\'oid rather than solve the 
esfiiential problem. The alternative proposal that the rights of 
the Princes should be Safeguarded by the vesting of over- 
riding powers in the Governor Qenoral is open to the objection 
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that it would afford the legislature a constitutional loow^ 
statidi in a sphere which, as our colleague himself admits j. 
ought to be reserved for Parliament and the Crown, and would 
create a position with wide xjossihilities of friction and mis- 
understanding. Finally, both alternatives would entirely fail 
to satisfy the Princes, whose hopes for the future are centred 
in the solution which wo are advocating. We consider that 
that solution toiuls to unity rather than to dissidencc. We re- 
gard it, in fact, as by no means inconceivable that the sur- 
render of the functions, of .paramountcy to a democratically 
controlled Government of India would lead in no short sj)aco 
of time to open defiance of the latter, and perhaps even to 
hostilities. Tt may be argued that the Government of India 
is not yet democratically controlled, and that the change 
which we are advocating might well be postponed until that 
contingencj' ha.s arisen. We would reply that we are- 
satisfied that any such delay would be dangerous. The 
influence of the legislature upon the central Government is 
already sufliciently gi’eat to justify the misgivings which the 
States entertain. Nor is an)’- one likely to argue that they 
are mistaken in anticipating that it will rapidly increase. 
So long as this constitutional question remains open it will* 
be a focus of controversy and friction, and the postponement 
to some future time of a decision which we regard as in- 
evitable will only increase the difficulty of its eventual appli- 
cation. If it is defended and enforced now on the grounds 
which we have described above, Ave trust that public opinion 
may be brought to realize that it is not .so conq)relion.sive or 
disturbing a measure as it has been i-epnisented in some 
quarters to be. In all matters, where Briti.sh Indian inter- 
ests are concerned, British India will, as at ])rosont, have 
full eomstitulional OT)portunities for mipressing, and, with 
due regard 1o the rights of the Slates, (mforeiiig lun- <losires. 
And even in affairs internal to the States there will be no- 
thing to prevent the Viccu-oy, if he so wishes, from obtaining' 
the opinion of his Conncil in -tiny matters which, by reason 
of their nature or intrinsic imyiortance, seem to require 
scnifiny from the Brilish Indian standpoint. - 

It Avill be obsm'vcd that wo have, in tlai foregoing 
observtitions, been at pains lo use the term ‘ Viceroy ’ in 
preference 1o that of ‘ Governor General ’. It is, in fact, 
our cmisidered opinion that the Governor General should 
hereafter bo ajipointed under the dual designation of 
Viceroy and Governor General, and that his functions m 
regard to the exercise of paramountcy should be- statutorily 
vested in him under the foimer designation. The argu- 
ments on which this proposal is based, though in part 
^aentimeutal, appear to us to be cogent. It is on th6 King 
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£mperor that the loyal sentiments of the Indian Princes are 

centred, and it is towards the Vicerdy, as His Majesty's 

representative rather than as tlie Governor General of India, 
that they feel that respect and devotion which is so valnable 
a factor in onr dealings with them. 

214. Matters of common concern. — ^With regard to mat- 
ters of common concern tlie Commission make three definite 
proposals, namely, that a list should be prepared of those mat- 
ters whieli are of common eoncern to the States and to British 
India ; that there should be included in the_ preamble to 
any new Government of India Act u I'oeitixl which would pul 
(>n recoid the desire to develop (hat closer association between 
tile Indian States and British fiidia wlileh is the motive force 
behind nil disenssidiis o1‘ an (‘ventnal federal union ; and 
that provision bt« made l*oi (lie cri'nlion of a t/oun- 
eil fdi (i'ealiM* India foi llie pnrpo.,e of .v»int eousnltatiou on 
ninttms of oommoii conceiii included in the lisi 

We suiiport these throe suggestions, but make the fol- 
lowing gem'ral observations. The list of matters of com- 
mon conf(*rn is to inclnde 1’iom Ihe outset tliirteen matters 
which covei a large portion of tin* range of the Government 
•f India. Oi'fonce is a noticeable omission, pri'sumably in 
accord with the Commission’s j-ecommendations to remove the 
acfministration of the army fiom the Government of Indian and 
to coiistilute a committee on army affairs on which the States 
might be given repres<*ntiition. The list is to bo included in 
a schedule to the Act and the matters inchuh'd in it will 
require to bo brought up for .joint deliberation, 'fbe roquiro- 
inenl of jfiint deliberation im)iosos a restriction upon the free 
action of the Government of India, but we take note that the 
list ip to be made in consultation and by agreement. 

We have no objection to a recital in the preamble which 
merely places on record a desire for closer co-operation in 
the futuie. But in the form given to tlie recilul* in the 
report there is approval of the principle of joint deliberation 
on matteis of common eoncern at the discretion of the States. 
We conceive that the form of the leeital will be determined 
by the ci*uclusions reached as to the nature and functions of^ 
the Council for Greater India. Beprosentaliou on the Oouncir 
may be regarded as participation in a mutual privilege, bnl 
the view ma;^ be taken that its creation imposes a constitu- 
» tional limitation on the free action of the Government of 
British India. The implications of the recital proposed by 
the Commission are that while British India is given no dis- 
cretion and must submit to discussion of its functions, so far 
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ns they fall within the list of matters of common concern, for 
the States submission is optional. No Indian State uewl cewne 
within the scheme, unless it so desires. 

215. The Council for Greater India.— The proyision f<*r 
the Council for Groui(M‘ India is a statutory discretion in the 
0(twn to c.icate the Council for purposes of consultation. We 
luive lu) particular eomraeuts to make on the suggested com- 
])osilion of the (k)uncil, or on the proportions proposed 
luspectively for Iho vepreseutation of the States and of 
Biltish India. Wc think it probable, however, that (*n prao 
ti(‘al grounds it might 1»c necessary to ineveaso its total mem- 
hursiiip lo jiot less Ilian (10. of whom about 20 might he re- 
presenlativcs of the Stales. As to the scope of the Functions 
of the (k)uiu'il, the power given to the Viceroy to certify 
from time to time such other matters as he may consider 
aiiitahle for consideration hy the Council introdnci's elasticity, 
hut the- demand might he made from (he British India siile 
that additions to the list should be made only hy rule. Wo 
agree that the functions of the Council should he eonsiilla* 
live only, hnt in some respects the consequential |)r't])()sals* 
made by the Commission induce misgiving. Instead of re- 
porting to the central legislature and to the Chamher of 
Princes, a more suitable arrangement might be that it should 
advise the Viceroy and Governor General. In the second 
place wc are doubtful whether the Council sliquld possess 
the administrative power of appointing committees of in- 
vestigation and report. Lastly, since the Conncil is itself lo 
he composed of mixed elements wo are not (‘utirely satisfied 
of the need of any provision for meetings of a joini, com- 
mittee drawn) from the Conncil and frian the central 
Icgislatmc. 

These however are matters of dotail snseeplihle of ad- 
justment hy discussion. Tn the meantime W (* ve))eat our gene- 
ral agreement with the (tominissioii’s suggo.stioiis. AVe I’e- 
gai'd them as a \ahiahle cojitrihution to ciirrout })olitical 
thought on an exceedingly difficult problem, and avo trust that 
they may attract support both from the Princes and from the 
representatives of British India at the Round Table Confor- 
♦ encp. 

216. Economic and financial relations.-— Before we leave 
Ihe problem f)f yelations with the States avc tivke this *)i>por- 
tiniity tt) rofei’ to developments outside the recommendations 
of the Commission. It is well known that for some years past 
the States have been claiming a share in the customs rovc'ijnH 
of the Govcmimont of India. These claims avoi’c presented in 
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considerable detail before the Indian States Committee, which 
recommended that an expert consmittee should be api^inted 
to enquire into the reasonable claims of the States, or groups 
of States, to a share in the customs revenue, as also into any 
reasonable claims under other heads, and at the same time in- 
vestigate the adequacy of the contributions of the States to 
Imperial burdens. Subsjequent to the publication of the re- 
port of the Indian States Committee, the claim of tlie States 
has developed into something wider and more comprehensive 
than a request for a share in the customs revenue of British 
India. They ask in effect for a survey of the whole field of 
their financial and economic relations with the Government of 
India. 

In tiu'ir report' the Iiidiau States Committee rejected 
Iho cout(*ntiiin of the Princes that the indirect taxation of their 
subjects by meaiih of (mr customs tariff Is ultra vires from 
(he point of view of international law p.nd pai'lakes of the 
nature of a transit duty. Our own exhaustive examination of 
the claims put forward has failed to reveal any ground on 
which relief can l>e claimed as a matter of right, either under 
treaty obligations or from past practice ; and our broad con- 
clusion has been that the question is but one aspect of the 
man> -sided problem of the political evolution of India and of 
the future relations, especially the future financial relations, 
between the Government of India and the Indian States. We 
have, however, long been conscious that, from the point of 
view of equity, the operation of the customs tariff has pro- 
vided the States, or at any rate some of the most important 
among thent. with what they ])elieve to be a grievance. There 
is tlio further consideration that for the reasons anticipated 
in Sir Waller Layton’s scheme, the buydens imposed on the 
States through this indirect taxation of their subjects may 
become heavier in the near future. 

217. The need for a solution. — Apart however from con- 
siderations of equity, there are now new argimients of even 
greater* practical importance which in our view necessitate 
an early review of our financial relations with the Indian 
States. In the first place such a review seems to follow in- 
evitably upon the proposal that the Viceroy and not the 
Gov ennir General in Council should be the sole agent of the 
Crown for the exercise of paramountcy over the States. If 
this proposal is approved British India may maintain that 
its ovii legitimate Tevonno.s should not be called upon to 
defray tlic expenses of this new relationship. We anticipate 
therefore that it may become necessary to have a completely 
separate “ political ” budget directly financed, so far as may 
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be found possible, from the contributions of States and ti^eil 
subjects, which at present fall to British Indian revenues. 

Secondly, though we are, as we have stated^ in full agree* 
ment with that portion* of the Statutory Commission’s report 
which recommends the creation of a Council for Greater India 
I'or Ihe treatment, in a consultative capacity, of matters 
ol‘ all-India concern, we think that the consultations of such 
a Council would have much more reality and practical usefnl- 
nesH if the States had n definite tinancial interest in that por- 
tioi) of the agenda which relates to the indirect taxation of 
their subjects. 

'J’he third and most important consideration is that 
the natural and harmoniims devc'lopinent of the financial and 
economic programme, suggested by the Statutory Commission 
Jov exjuviuling tin* resources of British India, would he much 
more eJTectively pursued if lh<‘ co-opera I ion of the States 
could he assured. Sir Waller Ijayton hast ex))ressed the 
opinion that, if Ids proposals are to siicc('ed, “ sornt^ means 
must he found of harmouiziug financial policy in the two 
sections of the country ' 

218. The possibilities of conflict. — ^In our view the require- 
ments of the future will demand .such a harmony iiot oiily 
in the sphere of finance and taxation, but also in siich muttm-s 
as legislation affecting the conditions of industry. Foi- 
example unless the co-operation of the States can be seem ed, 
there is a real danger that the absence of restrictive Factory 
Acts may attract iiiUmstries to the Indian Slates to the detri- 
ment of British India. In the splicre of finance and taxation 
the need ffu- nuiforraity of practice ])etwccii British India 
and the States is lu^comiiig increasingly important. There is 
the obvious case of the income-tax, in regard to which a dis- 
paiity of rates may lead to a removal of business from British 
India, a danger which becomes greater as the rates of income- 
tax increase. Again the development of |>orts in certain 
maritime States has raised qii6stions, Avhicli concern not only 
our sea customs revonnos but also the conflicting ttiterests 
of trade! s in various parts of India. In so far as the customs 
Tevennos are (concerned, wo have taken such action as 
appeared to ns nocossary and justifiable for the protection of 
our interests, but such measures cannot fail to be nttemled 
by friction, controversy, and administrative incoiivonience. 
and we should greatly prefer an agreed pettlement, which 
would remove all obstacles to the natural and harmonious 
development of India's communications by sea and l^d. 
Jiastly, If we are in future to develop onr financial resources 
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by roKon lo uew nll-lmliu oxci.Nfs ol‘ the iiauiro contemplated 
l>y Sir Waller Layton, tlio co-operation of the States will be 
eaaeulial. This need can be easily established by a single, 
illustralio]!. If the mauui’aetiire of matches were to be per- 
mitted Avithoul excise restrictions in State hniitory, the con- 
sumption of nntaxed matches in British India on a very largo 
scale Avonld inevitably folhnv, and no system of customs 
barriers could be developed on a sufficiently wide scale at a 
sufficiently reasonable cost to prevent that conseiiveuce. 

219. An economic union.— AVe have given this brief state- 
ment of an impending problem in order to indicate that, wlien 
iliscnssion turns on ways and meajis to bring about an asso- 
ciation bet weeji Brit isb India and the Btatcis, the matters at 
is.sue arc not academic. Jniporlanl praflical considerations 
ai'e involved. Tlie linancial and economic issues already 
raised betAm'u tlic two conijanicnt parts of (Ircater India 
necessitate early solution. We do noi clniiii to have formed 
decided views. Tin' whole (piestion must inevitably be con- 
.sidered at the Round 'JAible (Jonforeiu'e, wlien representatives 
of the Stales and of British India will have equal oppor- 
tunities of expressirig themselves. AVe can at this stage do 
little more than put forward certain ])rinciples wliieli appear 
to us likel\' to govern the case. 

Ill the Jirsl place, there eaii )><“ no dimiiiulioii !>>* tlio 
(lovonimeiit of their ilglit to levy and retain customs <lulies 
on all goods imported at British India ports, oven though 
destined for coinsumptiou in Ludiaii Slates. But the Govorn- 
meut of India cun in our opinion propei ly agree to review the 
position on equitable groixnds, for the reason that I he customs 
rovojiuc and import duties have in ivcont years come to bear 
a snlislantiully dilTcrcnt .significun<*e to that Avliich they )»oro 
wlien llie original treaties and arrangements with the Btalcs 
wore settled. 

Secondly, if consent be gh'on to take into account con- 
siderations of equity hi a rcvieiv of the customs situation, it 
should be coinitorbalanced by a simultaneous review of the 
position as regards the States' cc iitributiou to the cost of 
defence and of other Imperial services, which relievo the 
Stales of expenditure or contribute directly or indirectly to 
their benefit. Financial invostigatiuiis would therefore cover 
the whole field of claims by the States against British India 
revenues, and counterbalancing claims by British ludia 
against the States. 

When the accounts of both sides have been drawn up, 
some States may be found to have a credit balance ; otheia 
may be found to be making less than a proportionate contri- 
bution to Imperial burdens. For this reason, no financial 
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settlettielii ukould be made with individual Btutee that dues 
not have regard to the entire account. Each settlement must 
be an integral part of a general settlement between British 
India and the States us a whole. Further, before any financial 
settlement be entered into, tlie States concerned should bind 
themselves to the adoption of a policy uniform with British 
India, in regal’d to such matters as commercial and industrial 
legislation, the level of their excise duties, and the rate of 
their income-tax. The proceeds of such uniform taxatiou, 
including customs duties collected by maritime States at their, 
ports, should be credited into a c(pnmon pool with a view to 
its ultimate distribution on such equitable principle as may 
be agreed upon, and theie should bo full facilities for inspeii- 
lion by an all-India inspectorate staff, in the recruitment and 
control of which the States would have a share. 

In no case would retrospective effect be given to any 
financial settlement or part theieof. 

220. A settiem^nt by agreement.— Wo fiet out these broad 
principles for general consideration. We rccoguiViC that con- 
troversial issues are raised, but the problem is pressmg, and 
it is essential that such solution as may be readied should 
carry conviction on both sidesj in the States and in British 
India, that the interests of neither have been ignored or 
saoriheed. Jt seems to us that the best occasion for leaclnug 
an agreement satisfying this condition will be afiotJed by 
the forthcoming Round Table Conference, and w c recomm»‘nd 
that every advantage should be taken of the opportunity. If 
there were to be complete agreement as regards principles, it 
would lemain only in the case of each Slate to translatp those 
})riuciples into terms of a financial scttleineut. A second 
allornativo, the possibility of which we do not exclude, 
would be an agreement between the representatives of the 
States on the one side and of British India on the oilier, that 
the whole question of the future financial and economic 
lelations ehould be referred to an arbitral tribunal, whose 
decision would be accepted as binding on both parties. 

THE HOME GOVERNMENT. 

221. The executive authority of the Secretary of State.— 
In an earlier portion of this despatch we have described the 
constitutional importance attaching to the recommendation 
made by the Indian Statutory Commission that the members 
of the central Cabinet should be appointed by the Governor 
General. We have sought to show in what way sn^ an 
arrangement will affect the relations of the executive with 
the legislat^ure, and to suggest how the recommendations 
of the Indian Sjtatutory Commission might be developed 
into a working partnership in administration in India. When 
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wc |jroceeU to consider more closely lio'v a central Cabinet 
resting on sucli a basis should be related ty authority in 
Wnghnid, we think that the general tenor of the recom- 
mendations ol* the Indian Statutory ('omtnission involves 
that the Secretary of State shall in future exercise over the- 
(jovernment of India only a power of snperiulendence, direc- 
tion and control. We consider it of some importance to 
place beyond possibility of doubt a position which to some 
minds may appear obvious, for the “ doctrine of agency ” 
has at times been strongly pressed. In earlier years this doc- 
trine eucouruged a tendency flo l)ring the Viceroy into the 
same relation to tbo Secretary of State as that in wbicli an 
Ambassador or Alinistei' at a foreign c«tnrt stands to tlie 
Secretaiy 6f State for Foreign Affairs, and it was relied upon 
by liOi'd Alorley in assoj-ting for tlie Sec-retary f»f Stat.»* the, 
extreme power of giving dii'ect or<l(*i‘s to oveiy ollicer in India 
from the (Jovehior General to the hnmhlosl servant of Gov- 
ernment in the districts. 

In future, ae<iording to the recommendations of the 
Indian Statutory (.'onmiission, the i»ow('r to appoint the morn- 
hers of his Cabinet, alike in i>r«)vinccs and at the centre, 
would rest witli the head of the administration. This ap- 
fiears to involve tliat the Govenctf (leut'ral and Governors 
would conduct the administration with advice from members 
of tlieiv (^abinet.s and under the control, greater or less, of 
the Crown. Provincial Cabinets would, save for tbo over- 
riding powers of G<»veniors, and a limited suporintendonco 
from tlie eentro, be subject only to control by provincial 
l(‘gisiHtnrcs. As regards the centre, “ *the executive ” 
say the Commission, “will to an increasing degree be 
respotisive to the will of the federal representatives “. 
Such an arrangement in our view would seem to 
• preclude tlie retentiim l\v the Secretary <;f State of a piimary 
power of administration devolved upon him from the Crown. 
The flit lire constitutional position in tin; i>rosence of execu- 
tive Governments so constituted would naturally be that 
the administration would become vested in the Crown, 
and o.vcrcisable at the centre by the Governor General and 
in in’ovinocs by the Govenmr, but subject to .such superiutend- 
cDce and control on behalf of the Crown as might in each case 
be found appvo])viate. Tbo scope of the authority of the Sec- 
retiU'v of Htate would then he two -fold. First, he would bo 
ke adviser of the Crown, or, if devolni.ion were made to him, 
the first executive anthority for matters removed from the 
jurisdiction of the Goveriimoul of India. For instance, the 
original authority for the making of treaties, the exercise of 
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paramountcy, the contraction of loans of particular kinds, and 
the recruitment of certain services might vest in the Seei'e- 
tary of State. But his duties of this nature would be limited 
to the particular matters, specifically removed from the gene- 
ral devolution of authority from the Crown to the Governor 
General or the Governor. Second, the Secretary of State, 
would exercise powers of superintendence, direction aud con- 
trol over heads of administrations, corresponding to the obli- 
gations laid upon them. 

222. The Secretary of State’s powers of superintendence, 
direction and controL — We ha^ already explained how our 
conviction of the necessity for a parliiership between Britain 
and India has led us to the conclusion that Parliament should 
consent to specify th(i purposcis for which alone it will assert 
its authority in the admin istral ion of India. We are accf>rd- 
ingly unable to accept what we lake to be implicit in the 
*iecommoiidationa of the Indian Statutory Conmission, 
namely, that the Governor General in Council must in terms 
continue to be subject to the undetiuod control of the Secre- 
tary of State, hut that in practice the intervention of the 
Secretary of State should depend very largely upon I he atti- 
tude of Parliament. In re,i;av(l to ]nMvineial administration 
we agree llial t“ it should no longer he open to the Svcrelai/ 
of State to issue orders ou matters which are of no concern 
Oiitside the province itself, other than the limited class in 
regard to which special powers are reserved to the 
Governor ”. We agree also that at the centre the pei'sonal 
powers of the Governor General should be placed under the 
unrestricted control of the Crown. But it is imi)Viclt in ouv 
recommendation for a specification of the purposes of 
Parliament that both the Governor General’s special iiowers, 
and also the Secretary of State’s powers of supcriuteudence, 
direction and control, should have no other extension than 
those purposes. 

223. The power of appropriation. — ^The disposition of 
executive authority, which we have Just suggested, has its 
natural parallel in the field of finance. It implies a corres- 
ponding disposition of powers of appropriation. At present 
' the revenues of India vest in the Crown. In theory all appro- 
priation is subject to the control of the Secretary of State 
in Council aud requires the concurrence of the Council of 
India. But rule and practice have brought about a wide de- 
parture from the theoretical position. In regard to voted 
expenditure the power of appropriation has passed to the 
legislatures in India and to the Governors and the Governor 
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I'eg'ai'cl to iioii-votwl exx)t{iiditurc is exovciaed 
D> the Uovernments in India. Provincial (lovernmenta, in 
cousoqnence ot* the devolutimi of authority and the allocation 
of revenues made to them, do not require the previous sane- 
tion of tile Secretary of State or of the Council of India 
before approaching their legislative councils for voted supply, 
OK appropriating moneys for non-voted e.Kpendituve. The 
•Government ol India, iiowever, are required to submit their 
annual proposals for appropriation for the previous sanction 
of the Seerelary ol State and the (-01111011 of India, receiving 
for non-\'oted expeiidifure ant.liority to malic the necessiiry 
appropritilifui, and for voted expeiidiliuHt what is, in eflPect, 

J iei^iissjon to oblain wind siijiply they onu from the 
Lssembly. This jxisiiion we regard as achninistrativcly 
neither necessary nor ('onveuient. If fhe Governor General 
is to bo made by statuh* primarily vesjionsible foj* His Majes- 
ty’s^ Government in India with adv'ice from members of a 
Cabinet which he will himself select, the })ower of appropria- 
tion should in the first instance and by statute lie with him and 
his legislature. This necessily will be fhe inor(» apparent if 
Pavliamcnf a('Copt llie propriety and wisdom of defining the 
purposes for which it will control tin* Government of India. 
For if tb<^ interest of the Secretary of Siafo is limited to the 
fulfilment of these purposes, if wouJil S('em unnecessary that 
he shonhl conc(‘i'ii himself with the details of the Indian 
budget, or that (he wJiolc annual scheme of Indian finance 
should be subjected to ('lose and nmliculous control. 

224. Metbiod of specification of the powers of the Seinre- 
tary of State. — VVu have already (les»*iibed in Ibis despatch 
certain purposes which Parliament will be intiu’esied to 
secure. It is not f»ossiblo in the circumstances in which this 
despatch is written to exploi-e the whole fi('ld. The formu- 
lation of precise and exhaustive prescriptions is a matter to 
be undertaken at greater leisure. But our conception of 
partnership demands tlint Farliamenlary purposes should 
be capable of definition. Onr argnment woxdd, therefore, 
be incomplete if we did not show that, as we consider desir- 
able, specification of the functions of the Secretary of State 
is likely to prove feasible, and if we gave no indication of 
lines on which it might proceed. We gathev that the Indian 
Statutory Commission, idthough like ourselves the> were 
unable to pursue a detailed enquiry, regarded it as not im- 
possible that such a definition should be made. For tli<ry 
make the following remarks : *“ It may be that fields of 
administratibn can be mapped out, in which it can be said 
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with coiilMlencc that no quesition will ai’ise upon which His 
MajcKty’s (Joveriiracnt Avouhl fool hound to reserve to itself 
the /inal tiecision, notwithstanding the agreement of the Gov- 
ernment of India and the Indian legMature. We cannot 
ourselves suggest one and are, thci-efore, unable to recom- 
mend any extension of the principles of the ‘ fiscal (•■onvon- 
lion ’ Wo ourselves approach the problem from a some- 
what different angle, having regaj'd raUier to general pur- „ 
f)uses, which must he secured by Parliament in whatever field 
of udministralion they arise, than to particnlar subjects 
Avhich cun ho made immune from or liable to Parliamentary 
intervention. Hnt wo recognjyo that a ilemarc'ution which 
seeks to give to Trulian udministrutlon the fullest reasonable 
degree of freedom from external control, must, even if it 
starts from broad j)rinciplc.s, descend to the consideration of 
particular functions. Tin* distinction will be perhaps more 
clear if wo consider the methods by which the necessary 
specification could be made. Throe methods have suggested 
themselves to us, namely positive onactmeiit, statutory rules, 
and some form of declaration, possibly made by the Secretary 
of State and accepted by Parliament. The method of positive 
cnaotment appears to ns to he unsuitable, because our aim is 
to define the piupo8(!.s of intervention in sueli a way that they 
may be eapable of ehaiiging as eireumstanees permit in the 
direction of greater freedom in tln^ Government of India, 
'Jlie method of doelaralion may be api>ropriate for purposes 
of iliustvatioii, and in order to set fortli the spirit wliicb will 
animate the operation of formal provisions. But we would 
not exiieet it by itself lo prove snflicieut, for the differeu- 
tiation Avlueli we seek nnisl, we anticipate, be plata'd ulti- 
mately on a slatuiovy laisis, if Indian opinion i,s to have ade- 
quate assurance. Niicli a basis jniglit, as in (ho past, b« 
found in slatiitory rules. W«! do not eonlomplalo that these 
rule.H would effect, a Iriparlile classification of subjects, 
adding lo the existing classification of functions as central 
and provincial a thirrl (udegory of Parliamentary subjects. 
The existing classification proceeds from the assumption that 
all functions of government, with certain oxcoptiona, are 
exercised by anlhorities in India, and arranges those fnne- 
.tions in cciilrul and x^’ovincial compartments. What we 
Avould se«;k to do is, while respccling that almost exhaustive 
allocation (*f fune.tioim to authority in India, to define the 
objects for vvhicli Parliamentary inteiwention in oentml 
aebnhustratiuh may be practised, whatever function of 
government may be concerned. ^ It would seem to follow that 
an appropriate method of specification Avould he to draw’ the 
statutory rules in a broad and general form with reference to 
the i^arposes of intoryentlon, and if it were found necessary 
to bring them into close relation to the classified functions of 
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goveriimeui to Hinphiy tho roli'K by .sojno subsidiary declara- 
tion, lUastyating or it miglit be iiiiiitiug (lie upplicatioi) of the 
several rules to the s«n’oral functions! 

1 c rules. — A precodtuit for what wo tseek may 

be tound in the existing rules under .see,ti«>i) J9A of the Oov- 
Iiulia Aei, relaxing the powers of the Secretary 
of State to control the adrniiiistruliou of trajisfej’red sidijocts 
ill prov’iuces. Thesis rules are hnuul definitions of certain 
purposes ot control, anrl, so far as we are aware, tbcir trans- 
lation into detailed pvnetice has heeii attemle<l with little tliffi- 
culty. In the central field, however, wliicli we are now con- 
sidering, the purposes to be .secured are uiore iinportaiit and 
more pervasive of the administration. We have givmi such 
consideration as time permitted to an exploration of the 
ground to be covered, and in tlie portions of this despatch 
dealing with central finance and with commerce we have 
explained in some detail the views which we entertain. "We 
are not, however, in a position to drqft thtj rules which we 
would regard as suitable. We can aj; pr<»«eut do no more 
than suggest categories of interests iu i|jp. hope tiud oar 
object at Ibis stage, nairieh', to show tha^ specification is 
likely to prove feasible, will be thereby at! ai nod. Tu that 
end, and with a desire to assist f hi! fuller iiivestigaliou 
which we recommend, we suggest the following : — 

(1.) the adininisfralion of snbjeels entrusted to the 
??ceietary of tSfaie ; 

(2) the defence of India agaiiisl external .•iggre.'ssion ; 

(3) Imperial interests iuchiding foreign affaiiv ; 

(4) questions arising between India and oilier parts of 

the British Empire ; 

(5) international obligations, oi any obligation arising 

from an arrangement within the Empire, to 
w'hich India is a party, or which is otherwise 
binding upon India ; 

(3) the conditions of intenial security ; 

(7) the financial stability and credit of India, and the 

fulfilment of existing obligations ; 

(8) the protection of minorities ; 

(9) the avoidance of unfair economic and oonmiercial 

discrimination ; 

(10) the rights df services recruited by the Secretary 

of State ; 

(11) the maintenance of the constitution. 

226^ iBtwpiwtfttiint of tiie nUoti-^Whai degree of 
elaboration the neeesflary rulea would require in order to ce£< 
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lolalc tiiem to particular subjects would to some extent 
(iopeud uu the assurances which particular interests such as 
niinui'ities ami established cummerce and industry might 
leasonably require, and on the extent to which in practice it ' 
might be found desirable to have a more detailed exposition 
of Parliamentary control. We ourselves would prefer that 
just as the rulcjs under section t9A wore in provinces trans- 
lated into administrative practice without difficulty, so the 
broad rules we propose for the centre should be left to their 
natural operation without any formal elaboration. But if 
.siK'li elaboration were found nece.ssary, for instance, in the 
Jields of liiiauce and of commerce, we think that a method 
of description and illustration would be appropriate. We 
would deprecate aiiytliing of the nature of codification, for it 
would in our view l)o unfortuuute if any document in elabo- 
ration of the rules came to be looked upon as a digest of 
powers which ordinarily must be oxercise(l. The road to dis- 
continuance of control is best laid open by stopping short at 
rules^ broadly expressed, and by giving to any subsidiary 
definition, shmdd anch be necessary, a permissive form. 

227. The Council of India as an independent authority 
Its financial veto. — If wo have .succeeded in establishing the 
true cojistitulional positimi lhat audiority 'of administration 
and appropriation may bo directly devolved upon the Governor 
{leiicral, and llial die Nocreiary of State would then occupy a 
po.siti()n fjHun wliicb lie may exorcise specified control, it 
remains to enquire whetlier there is room for a third statu- 
tory independent antliority. There i.*^ a strong body of 
opinion in India Avliich regiirds the CVnuicil of India as .sujier- 
lluons, or even us an obstacle to political advance. Those 
who liold the.se views might faii’ly maintain that the prin- 
ciples on AvhieJi onr propo.sal.s are ba.sed preclude the rotcu- 
lion of the Oouncil. For, they would argue, where Parlia- 
mentary purposc.s wei’o involved the Oouncil of India would 
he out of place, and where they wore not involved, it would 
not be necessary, since the Indian legislature would be iu a 
position to protect itself. 

Tlie I’uiictions of the Council fall into two classes. It 
tenders ailvice to the Secretary of State. In certain mutters 
it grants or withholds assent without which action camiot he 
taken. We shall deal presently with the Council of India as 
an advisory body. For the moment we are concerned with 
its position as an authority independent of Parliament and the 
.Government of India, exercising a veto over expenditure and 
over variations in conditions of service. We agree with the 
Indian Statutory' OommiBsion in considering the flnandal 
Veto of the OoimoU to be of moment only in regard to non- 
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notable expenditure^ and for the protection of the iuleresie 
of India against claiins by departments of the Home Govern- 
ment. We, therefore, see no justification for the retention of 
the veto in regard to financial proposals emanating from the 
Government of India, and would not favour its contiuuauc.e 
except for ime on occasions when Parliament proposes to inter- 
vfiiie in liLdiau administration. There is force in the observa- 
tion of the Statutory Commission that, if military expenditure 
\yero deternnned by agreement at a fixed sum, there would bo 
little advantage in retaiuiug the veto. We have elsewhere 
pi|oposed that supply for defence should Ix; lixed and tleter- 
mined at intervals by a special ])ioc(‘dure. If that course 
were adoified, there luight be liltle necessity f*>r rolainitig the 
veto of Council. But whatever (he decision luuy )»e regarding 
appropriulions for defeiice, wo would prefer thal the priticiph' 
of arhitvutiou shouhl b(> established, and that differences 
belwoen llis Majesly’s Government and Ibe Govfirmnmit of 
India in regard to noii-votable expenditnre- should be settled 
by negotiation and, if necessary, by adjudication. We are, 
therefore, inclined to the view tlntt (ho future conslilul.iou 
would leave lilllo room for the Council (»f India as an inde- 
, pendent autbority with powmi’ over appropriations, and we 
anticipate that any such differeuoes of opinion as might arise 
between llie two Governments could be settled in a nntnnev 
move consonant with the fi’oedom, which the Government of 
India may suitably enjoy. 

2*28. The same. — Its control of service conditions.- 'f be 

second function of the Council of India as an indopendejit 
authority is its control over (he ruhss gov(‘rning tin; h>('rvi_cos 
in India. In this regard we observe, first, that ac ordiTig 
1o ihe proposals of fbo Commission Ihe seoi)c of Cits func- 
tion will in future be much restricted. In the second place 
the concern of the (ionneil of India is with rules alteriiig 
conditions of service, and not with the application of these 
rules to individual cases. Ne vert 1 iciest, Ihe protection which 
the functions assigned to the Coiuuil of India have afforded 
in tlie jiast has been highly valued by the services, ann the 
.maintenance of some pi'otoction of this kind may consid<‘rably 
affect tlie flow of recruitmenl and the peaoi? of mind of those 
still in service in India. AVe consider that the Secretary of 
State will continue to rocpiire advice iu regard to the semces 
and that that advice must bo of a kind whidi will command 
service confidence. We do not, however, feel couvinced that 
protection must be given by the existing methods or that 
merely in the interests of a comparatively small number of 
services the Council of India should be retained as an authority 
competent to vrjthstand the wnshes of the Government of India 
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and of His Majesty’s Government. We would prefer a metiiod 
whercb}' the Secretary of State in these matters was etatn*^ 
torily required to consult a body containing tiiose who had 
recent experience of service conditions in India and recog- 
nized a convention that their advice would not ordinarily be 
disregarded. For these reasons, if the alternative suggestion 
which we iu>\ e made prove to be capalde of adoption, we are 
prepared to see the disappearance of the Coundl as a body 
independent of Parliament and the legislatures in India. 

229. The Council as an advisory body.— As an advisory 

body the Conr-cil of India bas appeared to many observers 
to be .srnnewhat ineff(*e1 ivo, and to others to encourage a ten- 
dency 1.0 do over again al Wbiteball work which has been 
done ill India in elosev n‘la1ioii.s to aetnal condition.'}. The 
Secrelary of State is imd<‘r ii<» obligation to convene the 
(lOtineil ofterier tlian oiiee a nioatb, 1o attend i<.a meetings or 
to accejd its advict-, and if is generally believed that succes- 
sive Secretaries of State have in very unequal degree avail- 
ed themselves of the assistance which the Council is able to 
afford. If, as we hope. Parliament is prepared to specify 
the ^ui'poses of its intorveutioji, the Secretary of State wiU 
require advice in a mi^re limited range of subjects than in 
the past, and it is possible that the advice which he would 
require will not always imply the need for Indian experience. 
He wall continne 1(» stand in need of advice in military mat- 
ters.^ Fiqually important is the advice which he should 
receive in regard to finance. We liave already indicated that 
on service matters he should have recent experience of ser- 
vice conditions in India nixni which he would call. We are 
not, however, convinced that the need for advice will justify 
statutory provision for a corporate body of advisers, and we 
would indeed be inclined to think that the financial advice 
should be obtained from a special committee smaller than the 
Council, and composed exclusively of persons in close contact 
with the practical finance of the day. But the method by 
w'hich the Secretary of Stale may obtain advice is not a 
mat ter with which we are primarily concerned, and we would 
here only stress the necessity that he should have suitable 
expert advisers in regard to services, finance, and military 
problem-), and that their experience, when it is Indian, should 
be recent. 

aKNWKAi. Rwsur;rs. 

230. British India a pob'tical entity. — So much by way of 
detailed criticism and r(;coramendation tin* tjme at O'Ur dis- 
posal has permitted and our duty has seemed to. us to require. 
In another portion of this despatch we have set out the 
principles which in onr view should govern advance, Wc 
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have accepted the principles of a growing constitution 
and of an ultimate federation of all-India, and wc have in 
various places deaeribeil our lu'opofcals for a partiiorsliip be- 
tween India and Great Britain in the adniiiiist ration of British 
India. Observing scrupulously the pronouucenicuts which 
have in the past been made on belmlf of Parliament in vegarri 
to the nature and pace of reform, and endeavouring to appr<'- 
eiale and pay due respoet to Iiidiati desires, we hav<! iievttr- 
tlieless julopled no rigid mould into wbieb the new eon.stilu- 
tioii of India should be forced. At tlie outset wo tlcscribed 
the (lemaml «>f Indian piildie opinion in relalion to the an 
uoinieement made l)v Mis l•ls;e•eilleney the V'leeroy and (Jovernoj- 
Henoral on (he, .‘!lsl t)e(,«ther deelaring tlie atlannmmt f*r 
dominion status to he “ (he natural issue' of India’s eonsti- 
lutioiial progress ”, ami recorded our opinion lliat Iho 
Iji'etaelesl ^re'asons of Jinpovial poliey re'iidt'red it impi*i‘ativt* to 
Mpayei tio otTorls, and even |,o take some risks, in orelor to 
arrive at a eoiislituljonal solidiou which inighl eany the* 
fiiibslanl iai assenl of re^asonabh* Imlian thoiighi. 

The !<'(-onnnendations of tla* hidian Statutory ('oujmi.s- 
‘•ioii as 1,0 the provincial eoiistitutiouH, with whiclt iu general 
we agree, r(‘proseTil a generous rc.spou.se lo tins p'»pular 
ileinand for provincial autonomy. They ceuilain within ihein- 
.selves the means of incri'asing adaptati()u to local cirenm- 
stniices, a)id to the wishes of those who will be chnvgeel with 
the task of working the constitution that (he Commission 
have ontlino<l. Our proposals, For the centre, iti amplifica- 
tion of the plan put Forward by the (’ommissiou, have been 
designed with a doable pnrt»o.se. On tlio one lia?id w'o Jiavo 
sought to examine the means by which tlio relations hetween 
executive and legislature can be established on a busi.s witich 
offers a reasonable clmnc(iof harmony in working. On the 
other we have endeavoured to ])oint the way to action that 
may now he taken to ))lace upon tlie coustiintion the first, 
hut definite, iniju’ess of dominion status. If we road history 
aright, it i.s exactl> in (his way 4 lial *'ach and all of the 
Dominions have attained to consO'tntional nationhood. 

Accepting the roconmn'rulatinns of the Commi.ssion that 
the members of the central Cabinet should be appointed l>y tbc 
Governor General, wo have drawn what appeared to ns the 
consequential inference tbnt the exercise of ihe functions for 
the Government of India, which reside in the Grown, .should 
he directly devolved nimn the Governor General, and that 
therewith should go the power to appropriate ^e r(*vonnes of 
India. We think it right to stale clearlv that if this 
were done the Government of India would no longer merely 
he the agent of the Secretary of Stale. For the first time ft 
would possess a distinct individuality. It woidd, it is true 
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he within specified limits under the control of His Majesty’s 
Government, but it is of the essence of our proposals that 
that control should be of such a nature as to establish partner- 
ship in pJace of subordination. The Government of India 
would then be a distinct entity, capable of acting in domestic 
matters on its own initiative and, within the ambit of its un- 
controlled powers, free to ])iir8ue its own policy. Vis-d-vis 
Ihe Dominions and foreign countries, it would occupy the 
new’ position which groAving freedom in the conduct of 
external affairs would connote. That it would not be an 
entirely imlependent Goverjiment is due to circumstances, 
internal and exhunal India, w'hich are generally familiar 
and which invest tlie problein witli such peculiar difliculty. 
lint w hile wn* art* bound suggest means by which provision 
can he made for the ptn-iod of tiansition which must elapse 
befori* Ihe c(»inplet<* rnllilineni of Hritisli purpose, as declared 
in the announcements made hohnlf of His Majesty’s 
Oovemment, we w’ould s(*t no artificial or statutory barrier 
to the natural exoliition wt; desire to see. Wo believe that 
the greater part of ludiaii opinion will be ready to recognize 
tiui special interests of Paitiament, provided that Great 
Britain on her side is jirepared by action to show’ that she 
does not falter in her desire to invest India with the con- 
stitutional status that she seeks, and that her political 
development appears to us to justify. We would accordingly 
hope that if onr suggestions are placed at the disposal of 
the Conference, they may be of some assistance to those 
on whom will rest a heavy responsibility, and the result of 
whose labours all who can measure the issues that are 
involved will anxiously await. 

Wejiave the honour to be, 

Sm, 

Your most obedient, humble servants, 
* (Sd.) IRWIN. 

„ W. B. BIRDWOOD. 

„ G. RAINY. 

„ J. CBBBAR. 

„ GEORGE SCHUSTER. 
„ B. L. MITTEB. 

„ EAZL-I-HUSAIN, 

II J# W* BHOREJ, 
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APPENDIX 1. 


Note by the C'ENTRAii Board of Kkvf:xue on customs {vide para. 251 

OP Vou. II OF THE REPORT OP THE INDIAN STATUTORY COMMISSION). 

, ‘ Revenue Prospecfs {Customs). 

* 0 

Ptirfl'graph 251 of VoIurp* 11 ol tJie ivport pui-ports to deal with 
centra] KJAenues in general, but, apart from a passing reference to 
‘growing income-tax receipts, Sir Waiter Layton^s discussion is con- 
fined to the emt.oius rev^nnie. In Udv paragra])h he makes no doti- 
nile csllm;ite of its fnluri- grovvih, bui in paragrapii 280 (page 252) 
he estimates an animal expaiusion of crore, on- the assumption that 
Burma will bo soparated, and tlml ^iiuporj. duty at esistinp; rates will 
be charged on imfiorts from Bmmr. We proposi'. to discuss para- 
graph 251, first of all. witlu'ut !u the efTe,-! separation. 

2. Sir Waller uaylnn fK*gni:) bv i'dV^'ring t<» tlu-' effect of mon- 

soon failure", on the revenue, lb- iheii refiVrs to certain projecis which 
should iiavc H slunuLrding otVi- t ♦!!*• (jUGiCrS certain figures exempli- 
fying recoiit growl h of trade, a: r1 d.educes that expansion Aviil he 
more raind 'u tie-' rutiire 1!<‘ toaenU a uole of warning js regards 
the existing {ariir which he Lh.inhs in;.// h,e ahuve tlie poi)»t of dimi- 
nishing returns ’’ on sojt-’ ^ carl re-fers iiuiu'y to the {h*press- 

irig effect of higli protective br, iffs ''u ?.he revenue. We propose to 
eonsidcr : — 

(i) liow iiw lh‘ hjinrc^ wlij n Wnii,^, Ij;.;. h.n (pii-U-v are 
reliable. 

(ii; TIow tar the CKUiclu.unii*, wliicii he draws from these 
figure.s ami from other con?ider|itions are justified. 

(Hi) To what items we <*ai: J^*as^ nably iook f(U' cxpanNii^n and 
to what extent. 

(Mdl What factoi-s are likely to interfere with normal growth. 

e propose to deal with the adA^wability of reducing some of our 
rates of duty in a separate note. 

3. The only figures Sir Walter Layton has quoted in support of 
his views are those at the foot of page 221, which are tnken from the 
Review of the Trade ef India for 1928-28 published by the Director 



General of Commercial Intelligence. Tbe table from wbieb be quotes 
is the following : — 

(In otoiea of Bopees.) 


— 

1913- 

14. 

1920- 

21. 

1921- 

22. 

1922- 

23. 

1923- 

24. 

1924- 

25. 

1925- 

26. 

1926- 

27. 

1927- 

28. 

1928- 

29. 

Imports 

183 

142 

124 

138 

120 

137 

143 

156 

181 

190 

Exports 

244 

’ 172 

182 

214 

240 

250 

240 

228 

248 

260 

Total trade in 
merchandise, 
excluding ro> 
exports. 

427 

314 

306 

352 

360 

387 

389 

384 

429 

460 


In this table the value of imports (and exports) for each year is ex- 
pressed on the basis of the declared values for goods under the same 
head for 1913-14, so that the table compares the volume of trade in- 
stead of its total value. It would be a very laborious task to attempt 
to check all the Director General’s figures, which only purport to be 
rough approximations, but wc have worked out, independently, esti-^ 
mates for the 1923-24 and 1928-29 imports ba.sed on 1913-14 prices. 
The method we have adopted is to divide the Trade Returns into two 
sets of heads : 

(a) Those for which quantities are recorded for all three years 
1913-14, 1923-24, and 1928-29 ; 

(h) Others. 

We have calculated values on the 1913-14 basis for each important 
head under (a) for each of the years 1923-24, and 1928-29, and have 
then compared (he resultant totals for (a) with the actual recorded 
values and reduced the actual totals under (/») in the same ratio. 

4. The following table compares the results of our calculations 
with the Director General’s figures : — ' 


4 

1913-14. 

1023-24. 

1928-29. 



Crores. 

Crores. 

CroTM. 


(a) 

128 

168 

164 


(6) 

56 

70 

1 89 

Actuals 






^ Total 

183 1 

228 

263 

1 

r(«) 

128 

84 

117 


(h) 

66 

38 

64 

BMoltBOO 1918-14 bada • 

< 

1 





[ Total 

183 

122 

181 

% 

Piiector GeneraVs tesults on 1913-14 basis 

— — - * ■ 

183 

120 

190 











These results, reached independeutly and poasiblj bj 
xnethods, are iu suflSciently close agreement to justify reliance on the 
Director Generars figures to the extent that we may assume (u) 
that the volume of trade has increased since 1923-24 by about 50 pec 
cent, to approximately pre-war level, (b) that the rise in these siac 
years was continuous, and (c) that it was most rapid between 1926-37, 
and 1927-28. 

5. The existing projects which Sir Walter Laytoish^eonsiders will 
provide an additional stimulus to the import trade are, (a) irrigation 
schemes, (b) railway extensions, (c) road improvements and exten- 
sions, and (d) construction of harbours. In the present State of 
world-markets, with almost universal over-production of agricultural 
products and very low prices, it seems doubtful whether the bringing 
of additional areas nndei* ciillivation is likely to make for i\ny great 
improvement in the import trade. The value of Indians exports of 
“ Grain, i)nlse, and flour has Lallcn from (Tores iu 1924-25 to 
34 erores in 1928-29. In fact if we take neti values (i.e., after deduct- 
ing the value* of imported grain) iliore Avas a difference of no less 
than 41 crorcs. With this difficulty in marketing it seems highly un- 
likely that increased production of gj^ain in India, will stimulate im- 
ports, The demand for Indian cotton or oil-seeds ‘has shown no ten- 
dency to increase in recent years, and everything seems to point to a 
long series of lean years for coimlric^s whose ex]>orts are mainly agri- 
cultural. 

6. We understand that tJie prestmt railway ]»rogramme is normal- 
That is to say that it nnisi be treated as one of the ordinary factors 
in the growth of trade, and not likely to be any more effective in the 
next ten years than in the past ten. It does not constitute a reason 
for anticipating a more rapid growth than in the immediate past. 
Bead improvements and exletisions AviJl necessarily have a direct effect 
on our revenue from cars, tyre^s, and pfdrol, but improved internal 
transport facilities can do little to stimulate trade so long as the 
external demand for agricultural products remains weak. The con- 
struction of new harbours should hav(j a slightly stimulating effect, 
but it must not be forgotten that they Avill very largely be sharing in 
the trade of existing harbours at the outset. 

7. We now turn to the inferences to be drawn from the figures 
which Sir Walter Layton has quoted from the Review of the Trade of 
India (paragraph 4 above). He assumes without further investiga- 
tion that the volume of trade will continue to grow, and ignores cer- 
tain very important considerations. T1 first of these is that it in 
onlj^ the revenue from specific duties which is directly proportional tc 
the volume of trade. For ad valorem duties we have to look to the 
value and not to the volume. We have also to remember that our 
import trade includes a large proportion of duty-free goods. 

ceed to examine our import revenue in more detail, and for this nmr- 
posC'We propose to omit — 

(a) Salt, 

(ft) Government Stores, 

(c) Kerosene and Petrol. 


9 % 
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Our reasons for excluding kerosene and petrol are that it is usdew 
to consider the import, and excise duties separately. We shall, there- 
fore, deal with them together in a later paragraph. 

8. In the following table we show how our revenue was derived 
ia 1923-24, and 1929-30. 



1923^24. 

1929^30, 


Lakhs. 

LaJdia. 

I>uijr oji CrQTcrnment stores 

65 

67 

Duty on kerosene and petrol 

114 

18] 

Specific duties (revenue) . . 

783 

1,422 

Specific duties (protective) 

247 

241 

Ad vaUfrtm duties ' . . 

. 1,979 

2,194 

Total iinjiort duties (excluding salt) 

. 3,178 

J.092 

Tt is instructive to compare this table witli the following i.ible which 

shonfs the values nnd(M' the various groups 

1923-21, 

1929-30. 


Lakhs, 

I <akb.s 

Oovcniineiit njirOrf*.-? 

057 

S91 

Kerosene and petrol 

442 

(U8 

Goods liable to specilie duties 

. 3,684 

1,0 J 2 

Kreo good* 

. 2,82» 

3,439 

Goods liable to calorem duties . » 

. 15,^90 

V>,877 

Total .. 

. 23,608 

24,837 

fh The }!'•'<* le' < r .'•’ill liikliM ui speeiibf 

dutievj { reve 

U'lfi) i.s IHI" 


doubtedly (bn- idinoNt eiitiidy to the hill in pricers. Sop'V alone ha;< 
contributed 537 lakli.s to\.iir(ls this figure, tobacco is ivspcrsihlo for a 
further 00 ialJis. end liooi.ir 1‘oi’>l:S JakJis. Stigai’ h.^.s n'.-c!! ';! ,a very 
low price-lcvr) iiiul ‘.•as i-c'-.'ntly been .subjeeiwi to a?t .'Kiddiouid duty. 
A siibstanllo! portion (i the incioasc under tobacco i.^ 'ino to the 
raising of the I'.cic on iMiiiumufactnrcd tobacco. At the old rate the 
1929-30 r<»'e!'iic 'vould b.ne been .35 lakhs less. Prices ii.i.c fallen 
con.sidcr.ddy .‘Uid .irc not likeiy to tall tnnek more, f-'o that \i<?. camiot 
look for mncli additiorod I’evenuc under, this head, tii any case the 
tobacco revenue will hove to be considei’ed in coujnnctioii with the 
tobacco excise, if introduced. There has been no steady rise in the 
liquor duties. The following are the figures for the last eight 
years — 

Lakhs. 


1922- 23 

1923- 24 

1924- 25 

1925- 26 
192(h27 

1927- 23 

1928- 29 

1929- 30 


235 

226 

2.50 

254 

261 

256 

252 

2.54 
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The additional indirect taxation on liquors imposed by the provuiees 
has served and will continue to serve to prevent any substantial ia- 
erease under this head. It cannot, therefore, be said that recent 
llgui^s suggest any substantial improvement in our revenue from 
specific duties. The newer specific protective duties will no doubt 
secure additiojial revenue at first, but eventually they are bound to 
lead to a reduction, if the protection achieves its aim. 

10. It is very significant to note that, although ad valorem duties 
have increased by nearly 12 per cent., the value of the goods on which 
they are asses.sed has only risen by a little more than one per cent. 
This reflects the reduction in the trades in cotton yarn and piece- 
goods on which rates of duty were low, and a corresponding increase 
in other trades, particularly motor vehicles. Nearly half the increase 
in the revenue from ad valorem, duties is accounted for by the trade 
in motor vehicles and accessories. We shall revert to this point later^ 
We will merely emphasize here that in 1929-30, apart from motor- 
vehicles and tries, India has actually spent less on imported goods 
assessed ad ndorem than in 1923-21. The .small incroin^e in the 
revenue is due to the change iu distribution among commodities, a 
tendency which is not likfdy to devclo]) luucli further. The fij^res, 
therefore, n{» groniul for anti«ojiatinfr a steady increase in the 
future. 

11, It seems to us that in order to luake any forecast for the 
• futui'c, on file bfisis of past experience*, what we have to look to is the 
amount of wealth that ha.s been availald»‘ for the purelmse of imported 
commodities, that is to sa,v the total duty-paid value of imported 
goods. In (he following table are dls])Iayed figures for years 
which we consider highly^ significant. They intdndc all merchandise 
except Governmfjiit stores and 



Value 


Duty 

Total 

• 

crote... 


(TOres. 

woroa. 

1920-21 

333 


23 

356 

1921-22 

26.5 


28 

293 

1922-23 

231 


34 

265 

1923-24 

227 


:’,2 

259 

1924-2r. 

245 


38 

283 

1925-26 " . . 

226 


38 

264 

1926-27 

230 


39 

269 

1927-28 

248 

♦ 

39 

287 

1928-29 

252 


41 

293 

1929-30 

239 


41 

280 


Jtt eannot be said that these figurtis coutain any evidence of a steady 
rise ..in purchasing power. Nor do the figures for our export trade 
furnish any very great encouragement. For the last seven years tiic 
volume of the export trade has remained at about pre-war level (see 
table in paragraph 3), and the total value of exports has fallen from 
t49 crores in 1923-24, and 385 in 1924-25 to 330 in 1928-29, and 811 
1929^30. 
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12. We have examined the returns carefully to see if there iuw 
any trades, particularly trades of recent ^growth, which hold out pro** 
hiise of continued and specially rapid increase. Our revenue from 
cinematograph fitas is still only 5 lakhs annually and its growth haa 
been retarded by the increasing proportion of films made in India. 
The only promising trade of any magnitude is the trade in motor 
vehicles, accessories, and fuel. Our revenue from these trades is dis- 
played in the following statement : — 

(In lakh« of Rupees.) 



1923-24. 

1024-25. 

1925-26. 

.926-27. 

1927-28. 

i 

1928-29. 

I 

[ 

1929-3D. 



Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Meter* vehicles 

78 

85 

118 

123 

U2t 

13.5 

131 

1 

Tyres 

29 

28 

46 

39 

30t 

33 

37 

Peivcl (excise) 

65 

79 

77 

90 

121 

155 

262 

Petvol (customs) 

•• 

•• 

•• 

1 

• • 1 

j 

’* 1 

. .. 

16 

Total (motor trades) 

172 

192 

241 

2.58 

263 i 

323 

m 

Less one-thiid of pet- 
rol duties credited 
te the road-fund 



• 




99 

Not 

- 

•• 

•• 

•• 

•• 


367 


13. t ’hanges in the rates of duty, falling prices, and the erection 
of assembly plants in Bombay tend to disguise the Yi',al growth of the 
trades. The figures for tyres, moreover, are affected, by the much 
greater durability of tyres produced during th(‘ past three or four 
years. The consumption of petrol is the fairest indication of the 
growth of these trades. The rale of duty was lowered from six annas 
to four annas from 1925-26, and again raised to six ffnnas from 1929- 


At the fonr anna 

rate the revenue from patrol 

would have 


laakhs. ^ 

Per entage 
increase. 

• 1923-24 

44 


1924-25 

53 

20 

1925-26 

77 

45 

1926-27 

. . ’ . . 96 

25 

1927-28 

. . 121 

26 

1928-29 

■ . . . . 155 

.28 

1929-30 

. . 199 

28 


* Thcoe figures arc approximate. The Rorenue Returns do not separate motor 
vehicles and accessories assessable at 16% from other vehicle*! and accessories shnilaii^ 
aosiMsed. The Trade Returns, on the other hand, lump together all motor aooeisortnir 
wbetiher assessed at 16% or at 20%. 
t Bttty reduced from 30 to 20%. 

i Duty on pneumatio tyres ledacedto 16%. Previous figures for pneumatic tyres 









216 

Thenf figuiTM fuggeirt an increase of 28 per cent, in the petrol rev^W 
annually. 

14. If we take the 1929-30 nett petrol revenue at 2 crores, tlia ^ 
figures for the next ten years at this rate of increase would be — 


lakhs. 

1930-31 

256 

1931-32 

. . 328 

1932-33 

418 

1933-34 

. . 534 

1934-35 

. . 680 

1935-36 

. . 858 

1936-37 

.. 1,080 ' 

1937-38 

. . 1,382 

' 1938-39. 

. . 3,770 

1939-40 

. . 2,260 


ie,, ‘plus 2,060 

with half these amounts accruing annuaPy to the road fund. This 
estimate is undoubtedly much too high ; we, therefore, give below an 
estimate based on an annual increase of 15 per cent. It is, we suggest, 
reason ible to take a i)erceritage increase each year rutlier than a fixed 
amount, .sinei? the expenditure on roads will grow v/ith the nett re- 

venue. 

Lakhs. 

1930-31 

. . 230 

1931-32 

• . 274 

1932-33 

30.5 

1933 34 

3.47 

1934-35 

308 

1935- 36 

1936- .37 

1937- 38 

• •458 

• • 529 

. . 605 

1938-39 

695 

1939-40 

. . 800 


i.e., plus 600 

15. Cars are imported partly in replacement of ears scrapped. 
If we assume that the proportion of vehicles imported to those scrap- 
ped is constant, the number imported in any year should be roughly 
proportional to the increase in the petrol consumption, which again 
is assumed to be proportional to the consumption in the previous year. 
Tyre consumption should also be roughly proportional to petrol con. 
sumption, so that bv 193940 we should be getting four limes (131 -f- 
37) lakhs an additional 504 lakhs which with the 600 lakhs on 
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pefcrol give a total of 1,104 lakhs. Sir Walter Layton e^tg Bunaiai 
eousumption with 25[215ths of the present petrol excise. Applying 
this figure, which appears reasonable, to the total that has been arrived 
“at above, we obtain for India, excluding Burma, an increase of 976 
lakhs. 

16. The above estimate is ba&ed on the vei’y arbitrary assumption 
that we shall have an average annual increase of 15 per cent, in the 
petrol consumption. We have suggested re^ns why a percentage 
increase is more likely than a fixed increase, but we may compare our 
result with that of an annual fixed increase of 44 lakhs which repre< 
sents the difl'ereuce (at 4 annas a gallon) between the 1928-29, and 
1929-30 receipts. This would give us in ten years an additional 
revenue of 440 lakhs from petrol. A similm* increase of 220 per cent, 
on cars and tyres would give us an additional 370 lakhs, i.a., a total of 
810 of which the share of India (excluding Burma) would be 716 
lakhs. 

17. Wo have still to considi-r ilie kcro.senc duties. The following 
table shows the revenue for the nasi seven years : — 


, - 

1923-24. 

1924-25. 

|391V>.2«. 

i 

1926-27. 

1927-28. ; 

1028-29. 

1929-30. 


Rs. 

Rs. 

Ks. 

Rs. 

Rs. 

Rs. 

Rs, 

Customa . . 

102 

114 

! i27 

1 

102 

149 

163 

164 

Exoise . . 

95 

98 

98 

105 

97 

92 

68 

Total 

197 

212 

225 

207 

246 


262 


There has be-en an annual increase of approximately 11 lakhs^ almost 
all derived from nustoms revenue. This i-s erpiivalent to an increase 
in annual consumption of 7 million irallons or, say, 6.2 millions in 
British India alone. The increase in consujnption in British India 
between 1913-14, and 1928-29 was 51 million gallons, an -average of 
5.4 millions annually. A fair estimate for the future would be 5 
million gallons' per annum, and if it is decided eventually to equalize 
the excise and customs rates of duty (say at 2 anuas per gallon) we 
iqay take 10 million anna.s, i.e,: 61 lakhs, as tlic average increase for 
tte next ten years, i.e., about 62 lakhs increase by 1939-40. 

18. To summarize, we suggest tlve following as likely increases in 
customs revenue, including the two excises which are classified as 
enstoms revenue ; — 

Creree. 

From kerosene . . . . . . 6.6 

From motor and allied trades (including petrol) 9.8 
Prom other sources . . . * , , . nil. 


Total 


10.4 
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If the wttainptioii made in paragraph 16 is given preference over that 
hi paragraph 15, the estimate will be reduced to 7.8 crpres. 

19. There remain to be considered the effects of extraneous in* 
fluenees on the revenue. The most important of these arc — 

(o) ,Scanty rainfall, 

(6) Decreased purchasing power resulting from other forms of 
taxation, 

(c) Political unrest. 

The motor and allied trade.s are among those least likely to suffer from 
any of these influences, and we believe our estimate to be cautious 
enough to provide for risks under the first two heads. 'The third head 
must necessarily remain an unknown quantity. Our estimate for 
kerosene also errs on the cautious side and may, we think, be accepted 
as allowing for sct-backs. Similarly, we .shall not be unduly timid if 
we assume no decrease under the customs rt'vcnues. Serious political 
disturbance.'* may, of course, completely upsel these calculations, but 
they should not do so ludess they arc so serious as to alter radically 
the system of government' for whi«!h tjiese financial arrangements are 
intended to provide. 



APPENDIX II. 


Extract from a kotb by ths s^ior Member op the CsNi'RiiL Board 
OF Revenue on the lowering of the taxable minimum, and 
steepening the gradation of income-tax. 

ji:‘ » 4,- « # 


4. Loweri/ag of taxable minitnum . — (Paragraph 267). Sir 
Walter Lajion su}?gosts that the exomptiou limits both for income-tax 
and super-tax (Its. 2,000 aiid Rs. <JU,(K)0. respectively) are. too high 
and should be lowered, but has made no specific recommendation. The 
exemption limit for income-tax was raised to Its. 500 in 1886, to 
Rs. 1,000 in 1903, and Rs. 2,000 in 1919. I do not suppose that any- 
body would propose that the limit should be placed lower than 
Rs. 1,000. If it were proposed to lower the exemption limit, it seems 
to me that it would be difficult to re.sist a demand, which has been 
made even undpr existing conditions, that allowances should be given 
for wives and ehildre.n. A.s the Taxation Enquiry ' Committee 
observed, practically every taxpayer in India is married, whereas in 
England there is a large number of unmarried persons of both sexes 
who pay income-tax. With reference to Sir Walter Layton’s sug- 
gestion tiiat the exemption limit for income-tax in India is high, the 
absence of any allowance for wives or ehildren or for earned income 
must not be overlooked. As a nyitter of fact, for a married man, 
even without children, the exemption limit in England (£225) is 
higher than the exemption limit in India. The exemption limit pro- 
posed in the draft Ceylon Ordinance, it is interesting to note, is 
Rs. 2,400, and it provides for a personal allowance of Rs. 2,000, an 
allowance of Rs. 1,000 .each for wife and family (whatever the num- 
ber of children), and an earned income allowance of l|5th of the in- 
come, subject to a maximum allowance of Rs. 4,000. I presume that 
the economic conditions in Ceylon are not so very different from those 
in India, though probably the geueial standard of wealth is highc '. 

•'). It is also worth mentioning iliat although the asses.sal)le limit 
in the case of a single person is somewhar higher in India than in 
England, the percentage taken as tax of the lower incomes in India, 
if I may rely on the tables at the end of the draft Ceylon Ordi- 
nance, which were prepared by an expert from Somerset House, is 
actually higher-— and a great deal higher— in the case of earned in- 
edmes in India than iii the United Kingdom, even if for the purposes 
of comparison unmarried persons in the United Kingdom are taken. 
The table shows the follo«’ing percentiles : — 

Income — all earned. 


Lumme Rs. 2,400 
Income Rs. 2,500 
Income Ra. 3,000 


British India 
(all classes). 

Bs. 

62.5 

65.16 

78.13 


United Kingdom < 
(single psrsons) 

Rs. 

20 

28.33 

70 


Even where the- income is all unearned, the tax on an income of 
Bs. 2,400 for all classes of'asaessees other, than companies apd 



ffistnreil iicms, is Hs. 62.5 iu India against Ks. 60 for a single petaos 
lb' me United Kingdom. 

6. The objections to introdueing allowances for wives utd ehild* 
ren in India are obvious. As already stated, they would be aA* 
missible to the vast majority of indmdual tax-payers, and, therefore 
very costly. Great difficulties would arise in applying such a aystmn 
to the Hindu undivided family. Tt would probably be necessary to 
give it a higher exemption limit. There would be much more room 
for fraud in connection with these allowances than in a country with 
a highly developed system of registration of marriages and birtlu. 
To check such frauds, “ inquisitorial investigations” into the domestic 
(ffairs of assessees would be necessary. These. would cause much 
work and inteu.se friction. It is highly desirable to restrict the body 
•f disputable facts on which the Income-Tax Officer is required to 
pronomiec -fi decision, bnt it would be quite unsafe in present oir- 
eimistauces — in a large number of cases — ^to admit an assessae’s claim 
that he had jsl certain number of children without proof, or to accept 
evidence on such a point without verification. This is probably why 
in the Ceylon Draft Ordinance a flat allowance for a family irrespec- 
tive of its size was proposed. That would of ftourse get over the diffi- 
culty to some extent, but in a rather rough-and-ready manner; 

7. Steepcainy the gradation belu'ccn Bs. 5,000 ' end 
E$. Jfi0,000 — {Paragraph 267). Sir Walter Layton says that there 
is eonsidei-able scope for the steepening of the progression of the 
rate of lax on incomes between Rs. 5,000 and Rs. 1,00,000. We 
criticized a similar proposal of the 'I'a-vation Enquiry Committee in 
•ur note, dated 25th Dewunber 1025. We there pointed out the 
objection.s to imposing additional taxation in the particular zone that 
the Committee’s proposals affected. nanu*ly, that including incomes 
between 1.5,000 and 29,999, at all event>^ unless simultanMUsly an 
allowance were introduced on account of earned income, since most 
earned incomes (salaries and professional incomes) fall in that zone, 
and incomes in that zone are mainly salaries or professional earnings. 

8. At pre.sent the income-tax gradation stoyis at Rs. 39,999. All 
incomes of Rs. 40,000 and over pay the maximum rate ; at present 
one anna and 7 pies in the rui)ee. Sir Walter Layton apparently 
proposes both to steepen the present gradation from Rs. 5,000- to 
Bs. 40,000 and also to continue this rising .scale of rates up to a laltb. 
Tlw mnTitmiiYi rate of income-tax v ill thus be very much higher than 
at present and the present maximujn will be reached somewhere be- 
low Bs. 40,000. Simultaneously, the super-tax limit is to be lowered 
to, say, Rs. 30,000 or even Rs. 40,000. bnt the rates of super-tM oa 
ipetnnes exceeding one lakh are not to be increased. There will, R 
seems to me, be difficulties about companies and firms. If the maxi- 
mum rate of income-tax, whatever it may be, is imposed on all com- 
panies and firms, there will be a large increase in the ifumber of ro* 
funds owing to the extension of the gradation. If the maximum 
rate is not so imposed, it would be necessary not only to give refund 
in cases, but also to make supplementary assessmeuts iu othmEih 
for example, on s^reholders in companies, a most und^nd)le eQmp^ 
eatieiiyt^ On the other hand, it may not be thought desirable .jp tmpbw 



additioBal taxation on the imdietributed profits of companies, at all 
events ; and objection vronld, no doubt, be raised to imposing (though 
subject to refund) a very much higher rate of tax than the present 
maximum on petty firms including all irhose income exceeded 
Rs. 1,000. Even at present rates we have been attacked on 
ground, though not always with understanding. 
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APPENDIX III. 

ESTlIfATES ACCORDING TO SiR WaLTEB IjAYTON^S tCHRMU. 


Statement I 


Central Government, 



Budget 

1929-30 

(including 

1&29-30 

(excluding 

1940-41 

(excluding 



Burma). 

Burma). 

Biiriaa) 


Central RevenueJ— 





Customs 

51-22 

47-91 


(tt) Growth o( 

Incmne-fOK 

16 00 

14-75 

j 

1 

1 I4-00(/)) 

revetiuo fT-SO 

I-I0.5S of rove- 
ni’c CM) fo- 
reian liquor --1-50 

(6), Gcotnh <»t‘ 

Salt 

e-3s 

G-OO 

* 

1 

revenue -f6O0 

'rrausfe'- 

j provijui^cd . . — 0*00 

! 

Commercial 8tain]>}? 

, , 

i 

i 

! 2-W(cl 

(o) I'he dstimatc >ii 

OtKcr taxf 

M9 

i 

l-Ol; i 

j 

i 

> i-oy 

1 

tlu* t'fHiy of tlic re- 
port is l -5(), but 

Total taxe:^ . , 

75 -an 

[ 

GO -75 

1 



71-0!) 

ti‘- given in 

the. latiJe oi^ 361 

:s4f?-no. 

1 

RailTira.ys (net) 

0-25 

r-00 

0-00 


Opirnn (net) 

2*35 




Ckirroncj and mint 

2-35 

2-37 

2-35 


(net). 





lYibntes from Indian 

•74 

•74 

•74 


States 





Otiber reoeipta (net). . 

M7 

1-17 

1 32 


Total 

88*22 

8230 

8) *50 

i 


* 
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— 

Budget 

1920-30 

(including 

Burma). 

1929-30 

(excluding 

Burma). 

1940-41 

(excluding 

Bunna). 


Central expenditure — 



1 


Defence (net) 

ofvlO 

j 52 10 

46-00((tj 

(d) Saving of 7 oiores 

Debt cbar^^eH (net) . . 

12 14 

10*14 

10*14 

anticipated. Of 

this 3 ororee will be 
absorbed by the 

i 

CiTil administration 

11 

10*20 

i3-oo(<;) 

growth of civil ex- 
penditure. 

(net). 

Low on post ofbce. ir- 

•31) 

•30 

•33 

rigation, and foreets 





Cost of collection , . 

3*32 

3*12 

3- 12 


Civil woriss (net) 

2^41 

2*41 

2-41 


Pensions . . 

2*78 

00 

2-48 


Other expenditure 

•52 

•52 

•62 


(net). 





Surplus from separa- 


IC) 

.. 


tion of Burma. 

Surplus 


•• 

4-60 


1 otal 

88*22 

82*36 

81-50 



39t 


« StatenuBnt H 

Provincial Estimates : 19S9-30, 


— 

Madras. 



U.P. 

Punjab. 

6 

fu 

d 

1 

Totai 

JRevenuf. 











Jjand revonuc 


6*21 

5-12 

3-24 

7-10 

2*82 

1-76 

2-46 

1-24 

29-98 

Excise 


6-64 

3-89 

2-26 

1-37 

1 30 

1-90 

1*28 

•64 

18-17 

Stamps 


2/)6 

1-77 

4*22 

1 79 

1*21 

Ml 

•75 

•22 

13*63 

Registration 


•37 

•12 

*41 

•14 

•09 

•18 

•08 

•03 

1-42 

dohednlcd taxi's 


•• 

•21 

18 

-• 

•• 

•• 

•• 

• • 

-39 

Total tuxes 


14*68 

nil 

10 30 

10-40 

6*12 

4-94 

4-66 

2- 13 

63-64 

Forests (net) 


•10 

26 

14 

•24 

04 

•01 

•16 

4 

•18 

M 3 

Imgation (net) 


•23 

42 

01 

•09 

3-09 

~-05 

-^•32 

—01 

2-21 

Other eourcPH 


1-38 

3 IS 

1 07 

103 

2*27 

•62 

•43 

•26 




Tdtal 


10-39 


nil 

11-76 

10-82 

6-52 

4-83 


77-12 

Expendttvrc. 

Land rovenuo and 
general adminis- 
tration . . 

2*83 

2-07 

1*91 

2-46 

1*59 

1-02 

1-04 

•60 

14-32 

Police 


201 

1 79 

2*17 

1-75 

1*22 

*85 

•62 



Jails and justice 


1-33 

•99 1 

1*49 

M 6 

1*07 

•62 

•44 

•17 

7*27 

Debt 


1*01 

2- 06 

— 01 

•63 

•22 

•02 

-•05 

-01 

3-43 

Pensions . . 


•70 

•71 

•80 

•64 

•36 

*30 

*25 


3-86 

Education 


2*69 

2 11 

1-^8 


1-76 

*92 

•59 

•33 

11-91 

Medical and pubho 
health . 

M 4 

•91 

m 

-68 

•81 

•54 

•21 

•22 

6-81 

Agriculture and indus- 
tries 

•66 

•33 

•41 

•64 

•73 

*28 

•23 


3-28 

Civil works 

« • 

2-41 

1-64 

•98 

•63 

1*84 

•83 

•87 

•78 

9-86 

Other 

a • 

1-46 

•90 

*96 

•66 

•62 

•49 

•34 

•23 

6*66 

I'otal 

a a 

16*64 

14*41 

11*19 

11*08 

9-77 

6-87 

4-54 

2-70 

76 * 16 

turplus + 

. . 

1 

■ 

1 

-(-•68 

+ l-0fi 

.. 

- f -29 

, 


Deficit— 

i a 


II 

■ 

• - 

• p 

— 86 

• • 

-•14 
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Statement in. 


Provineidt Estimates 1940-41. 


— 

Madras. 

Bombay. 

Bengal. 

tJ 

i 

1 

d 

o 

Assam. 

1 

1 ^ 

Jlwtmte* 










Revenue as on pro* 
▼ious pago 

10*39 

14-13 

IMl 

11-70 

10-82 

5-52 

4-83 

2*56 

77-12 

Income-tax on per- 
sonal incomes (a) . . 

•87 

1*55 

1-64 

•56 

•53 

•40 

•29 

•10 

6-00 

flurobarge on income- 
tax {a) . . 

•45 

•89 

•00 

•32 

•27 

•18 

•10 

•07 

3-00 

Income-tax on «agri- 
cultural income (5) 

•90 

•50 

•90 

•90 

•70 

•40 

•40 

•30 

5-00 

Terminal taxes (e) . . 

1*40 

•06 

J-63 

1-57 

•73 

M8 

•49 

•28 

8-00 

Provincial fund (c) . . 

2*66 

M6 

2*87 

2-74 

1-28 

2-08 

•86 

•45 

1-1 00 

Total 


18-S9 

18-81 

17-86 

14-33 

9-76 

7-03 

3*82 

U3-Ja 

Exjienditti^e. ^ 










Expenditure as on pre- 
vious pago 

10-54 

14*41 

11-19 

ii*08 

9-77 

5-i<7 

4-54 

2*70 

76- 10 

{Surplus . . 



7-62 

6-77 

4*56 

3-89 

2-49 

M2 

37-02 


(а) Distribution based on income-tax on pewouaJ incomi'S in 1928-29. 

(б) Guesswork, 

(c) Distribution based on population, 

(d) It is assumed that loss of revoriiie duo to transfer of ooinmercial stamps 
(1*60) will be covered by the additional excise duty on Foreign Liqtior. 

(e) It is assumed that normal growth of revenue will cover normal growth in 
OKpenditure. 
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APPENDIX V. 

DtJTY OK FOREIGN LIQUOR (vide PARA. 291 OF THE BePOBT OF THB 
Indian Statutory Commission). 

Sir Walter Layton's proposal is that the Government of India 
diould levy an import duty of 30 per cent, ad valorem on all foreim 
liquors, and that it should be open to the provinces to levy such adw- 
tional excises as they wish. The practical implications of thin, and 
of similar proposals which involve handing over the taxation of 
foreign liquors to provincial governments have been examined and 
there appear, prima fame, to be a number of obstacles in the way of 
any successful arrangement on these lines. 

2. It is an essential feature of the proposals that the provincial 
governments should be free to adopt any policy they wiidi in regard 
to foreign liquor. At the outset, therefore, the Government of India 
would have to decide what foreign liquor ” should include. The 
main head “ Liquors ” in the tariff includes the following articles : — 


Ihriall 
No. ' 

Ariiclea. 

.. 

• 

Pate of duty. 


Average 
ctil valorem 
incidence 
of duty 
(1920-30). 


1 

[ 



j 

% 

1 

Ale and other fermented 
liquors. 

8 annas per gallon 


24 

22 

2 

Denatured spirit 

per cent. 


1 


8 

Perfumed spirits 

Rs. 36 per gallon or 15 c 3r 
cent, whichever is higher. 


■ 

44 

4 

Preparations containing 
spirit not tested. 

Bs. 30 per gallon or 15 per 
cent, whichever is higher. 


1 



Ditto tested 

Bs. 21-14-0 per proof gallon 
or 16 per cent, whichever 
is higher. 



46 

6 

All other sorts of spirit 

Ditto 


B 

112 

6 

Sparkling wines • . 

Bs. 9 per gallon 


i 


7 

Other wines . . 

Bs. 4-8-0 per gallon 




Total 

204 



If the Government of India collected only a 30 per cent, duty 
QD those classes on which the incidence exceeds .that tgas9, and daty 
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«t the present rates on other classes, the loss to the central reyennea 
would he : — 

Lahhs. 

1. Ale and other fermented liquors . . . . NU. 

2. Denatured spirit . . . . • . NU. 

3. Perfumed spirits . . . . . . 1 

4. Preparations containing spirit . . . . 7 

5. All other sorts of spirit . . . . 138 

6. Sparkling wines 

•• •• 8 

7. Other wines . . J 

Total . . 152 

4 The above tables give a fairly clear idea of what we have to 
deal with, but from the point of view of classification difficulties the 
important item is No. 4. This item includes spirituous dru^ and 
medicamonis, spirituous toilet and olher preparations, and liquors 
and cordials, but not ordinary spirits like whisky, gin, etc., of which 
“ obscuration ” is small These ordinary potable spirits are assessed 
luidcr elass 5, but the rate of duty on the two classes is the same in 
order that the revenue under class 5 may be protected. Now, for 
the purpose of the local excises class 5 (spirits), and liquors which 
fall in class 4. are treated as foreign liquor, but spirituous drugs and 
other preparations are not. No licences are required for their sale, 
no vend fees" are collected on them, and no permits are required for 
their transport. The question at once arises : are they on the one 
band to be treated as “ foreign liquor ” and subjected to provincial 
excise jlidies and restrictions, to the very great inconvenience of those 
who trade in them, or are they on the olher hand to be excluded from 
local excise control, and subjected merely to a central import 
duty which, if it is lower than the local excise duty, may render 
them a danger to the excise revenue ? 

5. Assuming that a solution could be found for this difficulty, the 
next objection that arises relates to the administration of different 
rates of duty, and possibly of different classifications of liquor for 
duty purposes, in different provinces. Tbi process of assessment 
to duty would, be carried out in the province of consumption, and it 
would presumably be necessary for each province to establish one or 
more bonded warehouses into which liquor could be brought rfter 
clearance trom the custom house at the place of import. This would 
necessitate in the first place, complicated arrangements for transport 
in bond all over India, and suitable preventive arrangements might 
bo expensive'ond inconvenient. It might be .possible for the inland 
provinces to arrange with the maritime provinces for the latter to 
collect their duty for them ; but it would probably be difficult for 
them to arrive at an afp%ement, for rates of duty iu two provinces 
and the method of class&cation of li^tuois might differ. Incidentally, 
a system of inland bonded warehouses of this nature would mean 

aS 



a complete reorganization of the basis on 'which distribuiaon is at 
present undertahlen by the trade. 

6. The principal wholesale dealers at the great ports at present 
maintain considerable stocVs of duty-paid liquors which can bo 
despatched at a moment’s notice to customers in different parts of 
India. Under the new proposal the local Government of the place tp 
which such liquors were despatched would levy their own excise 
duty on them, and the wholesale dealer would have to obtain a refund 
from the local Government of the province of original import. This 
would lead to further difficulties and. complications. Moreover, if 
the intorijrovineial transport was confined to liquor travelling under 
bond from one inland bonded warehou.se 1o another in another pi-o- 
vince, d<-nlers i\ould often find it imi)ossible to implement urgent 
orders from np-country customers owing to the delay involved in 
transport from one warehouse to another, and in assessment at the 
warehouse in the province of arrival. 

7. The danger of .snuicgling from a province -with a low rate of 
duty into ouc with a higher rate of duty is too obvious to need em- 
phasizing. The excise departments, of course, already have to deal 
with this tliffieulty in connection witlj count vy-liqiior ; hut "with the 
increase ju motor-ear traffic the danger would l)e very much greater 
■with foreign lioiuor, and the}* would probably find it necessary to main- 
tain an (xpei)sive statf all round the borders of each province. 

fi. A much more important difficulty would arise in connection 
with Indian States. The present situation, whereby all foreign liquor 
going into an Indian State has already paid Indian customs revenue, 
gives rise to no particular trouble. The States’ claim to a share in 
that revenue i.s merely a part of their claim to a share in the general 
customs revenues and does not raise any new and separate problem. 
If, however, all the duty on foreign liquor were to be provincialiised, 
Indian Stales would have to obtain their supplies of foreign liquor 
through one or other of the maritime provinces, and they would cer- 
tainly raise the verj' strongest objections if they were required to pi^ 
duty which was going towards provincial ivvenues. The alternative 
of letting States have their liquors free of duty would create 
an intolerable position for the provincial governments, owing to the ’ 
danger of smuggling from the Statcj* into the provinces. Nor, would 
any arrangement by which the States agreed to collect duty them- 
selves be salisfactorj', owing to the different rates of duty prevailing 
in 'the ditrerenl provinces. ~ 

9, The Government of India are discu.ssing these practical diffi- 
^Ities with the provincial governments, and, if thejf prove to be 
ihsoperablc, alternative method of giving the provincial govenunenta 
^ share in the revenue from foreign liquors will be eonsider^. 
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APPENDIX VI. 

Taxation of tobacco (vide paba. 272, Vol. II or the bepobt of th* 
Indun Statutoet Commission). 

Sir Walter Layton’s proposal is for a central excise duty levied 
on factory-produced tobacco and credited to the provincial fnnd. 
He makes no specific recommendation regarding other means of 
taxing -tobacco. Those suggested by the Taxation Enquiry Com- 
mittee were 

(i) An excise duty on factory tobacco. 

(ii) The. levy of a fixed fee based on the estimated outturn 
of places whore cigars, cigarettes or pipe or cigarette 
tobacco are manufactured by hand. 

(in) A sysleni of vend licences leading up to vend monopolies 
in specified areas. 

'Clearly any excise duty to be levied on factory tobacco must be 
^uniform and, therefore, central, but nothing would be gained by 
insisting on uniformity in the hes to be levied on hand manufacture 
or in respect of vend licencc.s. Such forms of taxation should 
remain, as they are-at present, purely provincial. 

2. A well-organized sysp'm of vend-fees, particularly if these 
were based on sales, might prove a fruitful source of provincial 
taxation, and this is a line of action deserving of further study, 
although it must be realized that such fees would obviously have 
to be credited to the province of collection and, therefore, do not 
exactly fit into Sir Walter Layton’s scheme. On the other hand, 
the prospects of an excise on factory products are not as br^t as 
they appear at first sight. It is true that, as stated by Sir Walter 
Layton, the consumption of tobacco in the form of cigarettes has 
grown rapidly. It is not equally true to say that there has been a 
similar growth in the consumption of pipe tobacco and cigars. 
Such evidence as is available suggests that these are being steadily 
replaced by cigarettes. 

3. The annual production of cigarettes in India w'as estimated 
by the Taxation Enquiry Committee at about 4,500,000,000, atld 
the tobacco used in their production may be ^timated at about 
10,000,000 lbs. About half of this is imported tobacco which already 
.^elde import duty amounting to 75 lakhs per annum. Import duty 
is also levied on the cigarette paper, which is aU imported, and oa 
most of the tinplate and paper and card-board used for pap^ing. 
The Indian cigarette industry is thus already paying some 80 lakhs 
^•of duty ai^uually. This is «i|[uivalent to about Bs. 1-13-0, ^ 
thoiunnd cigarettes. At present no definite information is avaiU^e 
4W. to the average prices at which these cigarettes are sold, but we 
'9)e|i^ it to he sot much more than Bs. 5 per thousand, so that tkl 
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incidence of this tascatiou is, even now, probably more than^half 
that of tbi duty on imported cigarettes which averages about 65 per 
cent, ad valorem. 

4. Even in these cireiimstancep the Indian factories find it 
difficult to compete, in all except the very cheapest bran^, with 
imported cigarettes, and the lai^est manufacturers in India about 
a year ago decided to postpone indefinitely schemes for the extension 
of their activities. It is fairly clear, therefore, that any increase 
in the taxation of the local product, to be ‘ remunerative, must be 
accompanied by an increase in the import duties which at present 
press most heavily on the cheapest brands imported. The problem, 
therefore, resolves itself into a decLsion as to what fiirther increase 
our import duties can bear without checking consumption to such 
an extent as to reduce revenue. This (piestiou needs further inves- 
tigation which will involve the collection of much more detailed 
information than is at present at our disposal, information which 
will take time to collect. All that can he said at the moment is 
that Sir Walter Layton’s estimate is much too high and that a sum 
of two crores is not' too cautious an e.stimate of the probable annual 
revenue, after 10 years, from an excise duty (.a cigarettes. 

5. These considerations raise the question whetlier in order to 
avoid a clash belween provincial and central interests, it will not 
be convenient to include in the provincial pool the proceeds of the 
import duty on all articles suDject to a central excise duty col-' 
lected for provincial purposes. Sir Walter Layton, for obvious 
reasons, contemplates this course in respect of the salt lux, and it 
may prove desirable to extend it to other taxes of a .similar nature. 

6. The cheaper classes of cigarettes aye sold in competition with 
hidis which consist of dried coniitrj tubaeco rolled in leaf instead 
of paper. There is a very large eonsumiition of this form of tobacco 
which, formerly, was produced entirely as a cottage industry. 
Recently factories have been started in certain provinces. No 
information Is at jiresent available as to tbeir output', nor as to the 
amount of tax that would have to be ajiplied to factory-produced 
hidis to protect adequately an excise duty on cigarettes. These 
again are matters for which special and detailed enquiries wilt 
be nceeasary. It is, however, unlikely that revenue from this source 
would contribute largely to the proposed tobacco excise. For the 
smaller bidi factories where nieehanieal power is not employed it 
has been suggested that revenue might be derived from a system 
of manufacturing licences. Such revenue would naturally be cre- 
dited direct to the provinces in which it is eolleeted, 

7. The provinces who have been consulted in the matter do not 
as a whole, favour special taxation of tobacco cultivation. 

8. Whatever final conclusions may be reached as to the best 
method of obtaining further revenue from tobacco, it is doubtful 
wbelSier anything can be done in 49iis direction in the near future. 
An agitation agajnst smoking, and in particular against cigarette- 
smoking, has been a prominent feature of the reeent politi<^ 
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situation in many parts of India, and the general economic dcpr^ 
sion has given the movement considerable force. The import duties 
on tobacco for the first four montlui of the current financial year 
are less than half the normal figure, and any increase in taxation 
at the pfesent juncture is likely to result in a set-back to the trade 
which may seriously prejudice the prospect of making it an increas- 
ing source of revenue in the future. 
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APPENDIX VII. 

Excise doty on matches. 

« (Vide paragraph 273, Yol. II of the report of the Indian Stalulory 

Commiss^ion.) 

Sir Walter Layton recommends an excise duty at the rate of 
the present import duty and considers that it should yield about 8 
erores. This implies an annual consumption of 20 million gross 
of boxes. It was only at the beginning of the past decade that the 
manufacture of matches in India began to supply an appreciable 
proportion of the demand. Before the war the annual import 
amounted to some 12 to 15 million gross, consisting mostly of British 
and SAvedish matches. During the war there were very -large imports 
of inferior Japanese matches, and the highest figure reached was 
about 18 million gross in the year 1915-16. No doubt the inferior 
quality was largely re, sponsible for the increased consumption. The 
consumption is bound to react to any considerable increase in price, 
and it would not be .safe to rely on a consumption of more than 15 
million gross annually. 

2. An imporlant factor which will militate against the success 
of an excise duly of this nature is its almost inevitable unpopularity. 

Although, no doubt, there is specially heavy consumption of matches 
among smokers, the bulk of the match con.sumption i's accoiuited 
for by other ^purposes, and the burden of the greater part of the 
tax will be fairly evenly distributed over the whole bulk of the 
population. Thus every objection that can be or has been raised 
against the salt tax can be raised Avith almost equal force against 
a duty on matches. It is a tax, moreover, whose effects will be 
much more strikingly apparent to the consumer than the effect of 
a rise in the salt duty for reasons which will api)ear from what is 
stated in the folloAVing paragraph. Further, it is a fax which can 
be resisted much- more successfully than the salt tax. Economy 
in the use of matches can be practised in numerous ways and would 
undoubtedly seriously affect the .revenue if any agitation against 
the tax took place. 

3. Sir Walter Layton endorses the "view of the Taxation Enquiry 
Committee that “ care should be taken to fix the tax at such a levri 
as to absorb as far as possible (into the Exchequer) the whole of 
the increase in price ”. It is here that the difference in the general 
standard of living between Indian and Europbau countries makes 
itself felt.> In India a considerable proportion of the matches 
consumed are sold by the single box, and a further large proportion 
in lots of three boxes. The present ordinary retail price is one pice 
per box or two pice for three boxes. It has been cidculated that 
the maximiuu duty that could be imposed without effecting the. 
price of single boxes is four annas per gross. Such a duty would, 
almost eert^nly have the effect of raising the retail price of three 
bqxei ^om two pice to three. Thus while the duty would only bi^ 
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in about 37^ lakhs, it \ 70 uld be universally felt. If the duty w«a 
at a higher rate than four annas, the retail price per box would 
probably advance to two pice, and unless the duty were raised t* 
a figure of from Rs. 2-4-0 to Rs. 2-8-0 per gross boxes, the greater 
part of the increase in price would go into the manufacturer ’a 
pockets. In other words, there will clearly be great difficulty, in 
making a tax conform with the condition that it shall nut further 
enrich the manufacturers when it is applied to an article commonly * 
sold retail in quantities whose price is the smallest convenient unit 
of coinage. Tl may be observed that the higlier rate of duty, which 
would correspond to a retail price of two pice per box, is higher 
than the rate imposed in many European countries. 

4. There are various methods by which a duty of this kind 
mights be collected. The one favoured by the Taxation Enquiry 
Committee is the application of a label in the form of a “ banderol ” 
which must be broken before a box can be used. There are obvious 
difficulties in the way of applying I'bis system to imported matches, 
and other methods are under consideration. Another grave diffi- 
culty wdil bo the possibility of manufacture in Indian States, and 
it seems certain that before the tax can have any chance of success, 
agreements will have to be reached with the States. 
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APPENDIX Vm. 

Terminal taxes. 

1. The present position. — ^Terminal lazes at present eon* 
Stitnte a comparatively imimportant factor in local taxation 
in India, having been imposed in place of octroi by certain local 

* authorities. The Schedule Taxes Buies permit the Legislative 
Council of any province to pass legislation imposing an oeiroi or 
authorizing any local authority to impose such a tax. Where a 
terminal tax is coiicerned, similar pot\er may be exercised in the 
cases of those local areas only which levied an octroi prior to the 
7th July 1917. To the imposition of a terminal tax in any other 
local area tlio sanction of the Governor General in Council is re- 
quired. Such sanction has on occasion been accorded, while there 
have been a number of examples of the conversion of octroi into 
terminal lax bnl the amount of revenue raised by terminal taxes 
constitutes a relativgly small proportion of the total sum of ap- 
Iiroximately ? crores of rupee-, now collected by local authorities 
in the shape of terminal taxes and octroi. 

2. Sir Walter Layton's proposals. -Sir Wa’ter L, 13 ton recom- 
mends the lev3' of a terminal tax for provincial purposes at every 
railway station in India. This tax would apparently be colleotei 
by railway officials ; and it would be supplemented, where neees- 
sar3’, by a like impost on river-bome traffic. Sir Walter considers 
that road-borne traffic is not at present a sufficiently serious com- 
petitor with railway traffic to require similar treatment. It is not 
clear whether it is intended to superimpose the new tax upon the 
octroi and terminal taxes alreadv levied by local bodies or to 
absorb the latter in it. Absorption would obviously facilitate ad- 
ministrative arrangements, but it would involve the necessity of 
compcnsaling the authorities concerned for ihe resulting lo'-s of 
revenue. Finally, it .should be stated that Sir Walter is not in- 
clined to regard the proposed tax as a permanent feature of India'i 
financial system ; he supports it as a temporary measure, suited to 
the country's prcsenl stage of economic development. 

3. General effect of the tax upon Railway Finance. — ^Tn what- 
ever shape the proposed tax were levied, it is quite clear that it 
would amount to a surcharge upon the cost of transportation. 
So far as rail-bomc traffic is concerned, it would constitute a sub- 
vention from the railway revenues of the central Government to 
the revenues of the \arious provinces. Incidentally, if imme- 
diately imposed, it would operate to prevent the reduction of fares 
and freight rates, the urgent need of which Sir Walter Layton em- 
phasizes in another part of his report. Assuming that stores, fuel, 
ete., carried for railway purposes would be exempted from liability, 
a revenue of 8 crores from the proposed tax would involve an addi- 
tion of approximately 15 per cent, to the present cost of transimrta- 
tion. It is not suggested that this is a conclusiye argument 
against the imposition of the tax ; though it would doubtless he 
pressed by compaay-owued ahd eompany-managed lines. Assam • 
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ingf tluit the central Government is to surrender to the provinces 
such portion of its' revenues as may he found to be in excess of ite 
requirements, it may be both convenient and justifiable to give up a 
portion of railway revenues and even to increase the costs of trmis- 
portation in order to create a margin for surrender. The state rail* 
ways in India are at present singularly free from taxation ; since 
they are neither burdened with heavy local rates nor assessed to 
income-tax on their profits. On grounds of abstract principle, it 
would not be improper to raise railway rates to a height which 
would yield not only fair interest on borrowed railway capital 
but also a fair contribution to general taxation. Bates must, how* 
over, be fixed wilh due regard to their effects upon traffic ; and it 
is more than doubtful wh ether the cost of transportation could 
now be raised to the lieight contemplated by Sir Walter Layton 
without serious results upon the working of the railway system as 
a commercial concern. 

4. Effects of the tax upon railway traffic. — Apart from the 
actual surrender of railway revemie, there is ground for supposing 
that the imposition of a provincial tax of this nature might have 
deleterious effects upon railway traffic. It would be undesirable 
to favour short, as opposed to long, distance traffic by exempting 
it from the tax. Unless, however, it were exempted, its taxation 
must inevitably lead to the, diversion of traffic from the railways 
to the roads. As long as t!ie proceeds of a terminal tax accrue 
direct to a local authority that authority may be trusted to make 
some sort of attempt to collect on traffic so diverted, and by so 
doing to discourage diversion. If the tax beoame provincial, the 
incentive to such efforts would be largely lacking. Similarly, 
there would, in the ease of goods carried by river and particularly 
by country boat, be greater opportunities of Svading a terminal 
tax ; and this also would lend to create a diversion of traffic. In 
luaritime provinces, there might be similar diversion to coasting 
or other vessels. Again, the fixation of freight rates is a scientific 
proceeding, and, if it were conducted without detailed knowledge 
of local conditions, the results upon traffic might be serioufl. 
Finally, the desire to avoid double taxation would operate to dec- 
rease the traffic to and from the present local distributing centres. 

5. General conclusions. — The general position may be sum- 
med up by stating that, if the central Government is to surrender 
to the provinces such part of its re’ enue as may be surplus to its 
requirements, there is no theoretical objection to the surrender of 
surplus revenues derived from the railway system. The possibility 
of creating a railway surplus by the enhancentent of transportation 
eharges would, how'cver, require careful investigation before it 
could be held to be established. On the other hand, the particular 
netbod of effecting such a surrender which is proposed by Sir 
Walter Layton is liable to produce disa.slrou8 effects upon the 
volume of traffic home by the railways and, therefore, upon their 
gross revenues. It has been sug^sted, as an alternative to Sir 
Walter Layton’s proposal, that the terminal tax, though collected 
provinoUlly, should remain a source of local authorities ’ revenue : 
the proceed being distributed by local Govemmeuts to the .loiu 
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authorities under tbeiv control. This would assist provincial 
finances by relieving the budgets of the local Governments of cer- 
tain cash eontnbntion.s which they now make to their local bodies. 
This proposal might obviate difficulties in connection with ths 
treatment of the terminal taxes and octroi at present levied by local 
auAorities ; but it would, in all essential points, be open to the 
Objections urged against the provincial tax. 

^6. Assam. — While the foregoing objections arc strong against 
the introduction of terminal taxes as a general source of provincial 
revenue, it would be . possible to argue ifa favour of their institu- 
tion, as a special moasurc, in special circumstances such as exist, 
for example, in llic province of Assam. The Government of Assam 
have pointed out, first, that neither octroi nor terminal tax has yet 
been introduced by any local authority within the province ; 
secondly, that it is in argent need of the proceeds in order to 
finance the developmoiU. of internal communications, thereby in- 
weasing tlie volume of the trade and of railway traffic ; thirdly, 
^at it is in a po.sition to exercise efFective control over river-borne 
traffic, whicli is approximately equal in volume to that carried 
by rail ; and, fourthly, that the province is situated at the end of 
the railway system, so tliat the tax, if imposed upon imported 
goods only, could not operate as a transit duty. These arguments 
are not without force. The circumstances of this province are special, 
and there is reason to hope that a proper utilization of the proceeds of 
such taxes might operate to increase, rather than diminish, railway 
traffic within its borders. The question requires further investiga- 
tion in detail, which it is jiroposed to undertake. Pending the 
results of such infestigation, the question- whether the tax should 
be imposed upon exported goods as well as upon imports and local 
traffic may be regarded as open. 

7, Bihar and Orissa.— -The Government of Bihar and Orissa 
also have rejiresented their desire to impose terminal taxes for pro- 
vincial purposes. In this case, the special considerations urged by 
Assam have no appUcability ; although it is true that such taxes have 
not yet been levied by local authorities in the province. The general 
objections to the taxes as a provincial impost are applicable in this 
case. Their devclo}mient as a source of municipal revenue must 
ho governed by the policy which may he adopted, in this connec- 
tion, for India as a whole. 

8. The maintenance of terminal taxes as a legitimate form of 

taxation by local authorities. — As already explained, terminal taxes 
eitn at present be authorised by a local legislature, as a method of 
financing local bodies* wherever ai^,eotroi was in force on the 6th 
July 1917 ; and can be levied in .^cal areas with the special 
sanction in each ease of the Gove'fi^ht Council. It is .a 

matter for consideration whether .j^sition should be stereo- 
typed under the new constitution, tl^toestion is engaging the 
attention of the Government of Indll^: ^ JW. long been recognized 
that neither a terminal tax nor ti4..od#iib$^titutee ah ideal form of 
taxation. The. former is apt to/ ^^^^rntle more than a transit 



287 


duty ; while an octroi, even wKcre it escapes this character, offers 
Snlimited opportunity for leakage of revenue, and frequently 
operates to hamper and restrict trade. On the other hand, iiidireet 
taxation of this kind i.s undoubtedly t^e least unpopular form o£ 
taxation with the Indian public ; aiid Its replacement by direct 
taxation yielding equivalent proceeds would be a matter of 
grave difficulty. These points will be borne carefully in mind 
when the question is investigated. If, however, either terminal 
tax or octroi is retained as a legitimate means of local taxation, it 
will be essential to reserve to the central Government well-defined 
powers of direction and control. There are three main purposes 
to be served by such control. In the first place, the central 
Government must preserve for itself the po&sibility of preventing the 
imposition of a lax which will trench upon a central source of reve- 
nue, though control in such eases should not be exercised with 
undue rigidity ; secoiidlj', ibe powers of local authorities to tax 
the central Govenunenl itself mmst he strictly limited ; thircUy, 
there must be authorily 1o forbid the imposition of taxation which 
would bo contrary to the obligations undertaken by the central*' 
Government in ooinmcircial treaties. With regard to the third of 
these points attention is invited to paragraph 17 of the memoran- 
dum relating to fiuuncial relations between the Government of 
India anS the provincial governments which was prepared by the 
Government of India for the Indian Statutory Commission. 
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II, — ^Effect on curren<gr arrangements . . . . 9 — 14 
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Annexure I. — Effect on Government of India revenue 
from duty on silver. 

Annexure II. — ^Memorandum on paragraphs 6 — 9 of , 
Appendix to Part VIII of the Commission's 
report. 


I. — Effect of separation on the revenue and expenditure of the 

Government of India. 

In paragraph 222 of their report the Commission say : — 

“ Though the actual settlement between the two countries must 
be determined by subsequent negotiations, we are here 
concerned to note and endorse Sir Walter Layton’s 
general conclusion that separation could fairly be effect- 
ed in such a way as to do no financial injury to either 
country and to leave Burma with adequate resources for 
her present needs and a balance for development pur- 
poses in excess of that which she obtains to-day ”. 

The conclusions arrived at by Sir Walter Layton, and the various 
assumptions made by him, are examined in the following para- 
graphs : — 

2. In paragraph 3 of the appendix Burma’s contribution to 
defence has been put at 3 crores, and it has been assumed that the 
whole amount of this contribution will be a deduction from India’s 
military expenditure. The amount taken seems reasonable, but natur. 
ally it is only a rough estimate and the actual contribution fixed may 
be very different. Moreover, it is not certain that the whole : of 
Burma’s expenditure on defence will be a deduction from India’s 
army expenditure, thoiq^h, if the arrangements contemplated in para* 
graph 221 of the Commission’s report are made, this will be the case. 
The Burma Government in paragraph 16 of the memorandum on 
separation which they prepared for the Oommieeion put tiie edntri* 
butimi for defence at 123 laldis, ^ .^roughly tlto actual eocpendiluva 



now inoumd in Buma. Clearly, the estimate o£ the Burma Qoyero* 
ment is too low, but it is possible that Sir Walter Layton’s estimate 
will prove to be too high. In any case the fi|;ure of 3 erores is 
problematical, and the possibility of a lower hgure has to be con- 
templated in considering the effect ^n the Government of India 
finances. 

3. In paragra])h 4 of the appendix Sir Walter Layton puts 
Burma’s share of India’s debt at 30 to 35 erores with a net interost < 
and ainhing fund charge of approximately 2 erores a year. Nothing 
is said about the capital expenditure in Burma, e.g., the capital at 
charge of tlie Buma i’ailwaj’.s, the idea being apparently that the 
Burma Government would take over the capital commitments of the 
Government of India in Burma on terms which would involve no loss 
to India. The Burma Government in their memorandum on separa- 
tion put Burma’s share of the unproductive debt of India at 24 erores 
and assumed an annual payment of 122 lakhs to cover interest and 
Hinking fund charges. There, again, the figure of 2 erores is problem- 
atical, and the possibility of a lower figure has to be contemplated. 

4. On the revenue side, Sir Waller Layton makes the foMowing 
assumptions ; — 

(a) Indo-Burmese trade will become subject to existing cus- 
toms duties with certain exceptions noted below. 

(i) India will impose a duty on kerosene imported from 
Burma at the same rate as on kerosene imported from 
other eountries, and an import duty of 4 annas on motor 
spirit imported from Buraia. (The financial effect of 
this is worked out on 1928-29 figures but allowance is 
made for the reduction effected in the last budget in the 
import duty on kerosene at the end of paragraph 10.) 

(e) Burma will repeal protective import duties now in forces 

(d) Burma will impose the existing export duty on riee sent 
to India. (The figure of 60 lakhs given in paragfhph 
7 should be reduced to 45 lakhs on account of the re- 
duction in export duty in the last budget.) 

These assumptions are reasonable, but it is iiossible that the tariff 
arrangements between India and Burma will be different and that 
Indian revenues may suffer more than is estimated. 

5. To complete the picture one further assumption has to be 
made, viz., that India would impose^ an import duty of 4 annas an 
ounce on silver imported from Burma. Annexure I to this memo- 
randum shows that if this is done, the Government of India revenue 
from duties on silver will be practically unaffected,^ while the Govern- 
ment of Burma would obtain very little from an import duty or an 
excise duty on silver. 

6. Nothing is said by Sir Walter Layton about the loss on the 
working of the posts and telegraphs in Burma. The loss in Burma 
would be about 6 lakhs per aimum and the deficit on tte working 
the ^vejmment of India posts and telegraphs woula be decrease 
by a corresponding amount. As regards railways, the annual gain 
to the Burma Qovenuueut will be "hput ^ lakhs as against 25 lakht 
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'assumed by Sir Walter Layton. The railway revenues ol the Govem- 
ment of India would also a corresponding amount, but assuming that 
the present arrangements for contributions from railway revenues 
remained unchanged, the effect on general revenues would not be 
large. 

7. h’rom paragraph 11 ofethe appendix it is clear that tiir 
Walter Jjayton realizes that his as-^umptions may be wide of the 
mark, for he indicates that India may lose by the separation. In 

' these circumstances the Finance Department consider that it Avould 
not be safe to aecei)t at present the (Commission’s finding that separa- 
tion could fairly be effected in .such a way as to do no financial injury 
to India. They would, however, go so far as to say that separation 
eould fairly be effected in such a way that the revenue lo.'.a to India 
would not be of sufficient magnitude to make it a factor of great 
importance in considering the pros and cons of separation. It is 
fairly clear that a special eonimittee will have to be appointed to work 
out the details of the financial settlenw'iit. 

8. The Finance Department accept the views of the ('ommission 
on Burma’s credit in tlie evt‘nt of seiiaration given in the .second half 
of paragraph 222 of the report. 

II. — Effect of seporntian an cvcrtncij orranpements. 

9. If Burma is separated from India, the adoption of a different 
currency system by Burma has to be eontemplated. Tlic Government 
of Burma might adopt one of the three following courses : — 

(tt) They might retain the Government of India currency in 
the same way as Iraq up to the present lies used the 
Government of India currency. In view of the close 
trade connection between Burma and India, and the 
fact that the people of Buma are accustomed to the 
rupee currency, there would be a good deal to be said in 
favour of this course. It is possible, however, that the 
Burma Government will favour » currency system 
which would be semi-dopendent on the Indian currency 
.system as suggested in (6) below or completely in- 
dependent of the Indian currency system. 

(b) The Government of Bumia might adopt a system similar 
to that of Ceylon which is briefly that the rupee is the 
monetary unit and its exchange value is the same as in 
India, namely, 1«. 6d., but the Ceylon Government Iw 
its own note issue and its own subsidiary coin. Definite 
information is not available regarding the reserves kept 
by the Ceylon Government against this note issue, but 
the reserve is presumably composed PWtly of 
rupees and partly of securities of ^be Gover^ipie^t Pf 
^ India, though there pjiay be securities of Cfyloa 
6oymuunent~ in addition. Such a system wojf^ a'vpid 
a definite break sdth the past and would retajn tub rppee 
as tibe st^ndaM co|n — a'j^ini'w^ioh mighi be'qf ebu- 
^crable mpotWe, ^eclally in % 
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It ■would also avoid exchange fluctuations between 
Burma and India and would, therefore, tend to fadUtaie 
trade. 

Ic' The currency system of,^Bnnna might be completely 
separated from the currency system of India, and 
although it is probable that the Government of Burma 
would have a coin corresponding to the rupee as the « 
monetary unit, and that , the exchange value of the 
monetary unit would be Is. M., the Government of 
Burma or a bank to whom they might entrust the work 
would be responsible for maintaining the exchange value 
of the monetai'y unit quite indcpejxdently of the Govern- 
ment of India. 

10. If either of the alternatives in paragraphs 9 (b) and 9 (c) 
were adopted, Indian currency now in circulation in Burma would be 
replaced by currency issued under th(! authority of the Burma Govern- 
ment and would have to be repatriated. The arrangements for 
this repatriation would depend on the system adopted by the Govern- 
ment of Burma, and it is noeessary to exaraijie briefly what these 
arrangements should be. 

11. If a s.ysteni on the lines indicated in paragraph 9 (/>) above 
, were adopted, all the subsidiary coin and 1h(' notes now in circula- 
tion in Burma wouhl be re])]aeed by new subsidiary coin and new 
notes. If no special arrangements were made, these subsidiary com 
and notes could be shipped to India, and fnll currency value could be 
obtained for them. Such a procedure would not be fair to India for 
the reasons given below. there are essential differences in the 
position regarding the subsidiary coin and the position regarding the 
notes, they wilLbe dealt with separately : — 

(o) Subsidiary coin . — As the profit on the issue of nickel and 
copper coin is taken to rcvenin? in the year in which it 
is issued, the ixrofit on the nickel and copper coin now 
in circulation in Bimma has already been credited to 
the revenues of the Government of India and has been 
used for the common purposes of India and Burma. 
The jirofit on the coinage of small silver coin is dealt 
with in the same way as tlie profit on the coinage of 
silver rupees. In paragrapn 12 (a) below it is shown 
that no profit has accrued to the Government of India 
on Ihe coinage of silver ajiart from sums that have 
already been taken to rev’onue. It would be unfair to 
India if the Government of Burma were to withdraw 
subsidiary coin from circulation, obtain its full cur- 
rency value from the Goveriunent of India, and issue 
in its* place a fresh subsidiary coinage on which they 
would make a large profit, while the Government of 
lAdia would loi^ a corresponding amount on the sub- 
sidiary coin withdrawn frpmi^rculation. The most, 
therefore, that the Goveys^j^^^ Burma wotdd bo en- 
titled to demand fiv" Ament of India would 

be that the Govent. !^^^ Ja should supply to 'tjha 
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Government of Burma new subsidiarv coinage in 
change for the subsidiary coinage withdrawn from oir* 
culation. In- other words, the Government of Burma 
could either have their new subsidiary cohiage executed 
at a Government of India mint free of charge, or they 
could demand the bullion value o^ the subsidiaiy coin- 
age withdrawn from circulation phis the cost of recoin- 
ing it. , 

(6) Notes . — ^As the profit on the note issue is a recurring item, 
the Government of Burma would be entitled to .pay- 
ment for the full exchange value of the notes repatriated, 
and the main question to be settled would be the form 
which this payment should take. Assuming that the 
reserve maintained by Burma would consist of rupees 
and securities of the Government of India, it would be 
a simple matter to make .payment in these forms in the 
proportion which might be desired by Burma. If it 
were decided that a part of the reserve should be held in 
securities of the Government of Burma, tlien to this ex- 
tent payment for notes repatriated might take the fond 
of a decrease in the amount of the debt of the Govern- 
ment of Burma to the Government of India. 

12. If the Government oi buima were to adopt a couipieioiy in- 
dependent currency .system on the lines indicated in paragraph 9 {c) 
above, rupees would have to he repatriated in addition to subsidiary 
coin and notes. The position regarding the subsidiary coin would 
be the same as that indicated in paragraph 11 (a) above ; rapees 
and notes are dealt with below : — 

(u) Silver rupees . — The profit on the coinage of silver' coin 
■which has accrued since the gold exchange standard 
was established, has been credited to the gold stlmdard 
reserve. During the last few years the interest on the 
gold standard reserve has been taken to revenue, 
and in so far as the interest on the gold standard 
reserve has Jbeen taken to revenue, Burma has already 
shared in the advantages obtained from the profits on the 
coinage of the rupees. The present portion is that al- 
though we have incurred large losses on the sale of silver 
obtained from melted coin and these losses have not 
been debited to the gold standard reserve, the amount 
of the gold standard reserve is not suflBcient to cover 
the difference between the bullion value and the exchange 
value of the silver held in the paper currency reserve. . 
As the gold standard reserve docs not cover our prog- 
. pective losses on the sale of silver, it may be said that 
apart from interest on the gold standard reserve aU, 
ready credited to revenue no profit has accrued from the 
coinage of silver, and that a loss will probably eventuate. 
The most, therefore, that the Government of Burma 
wouH. 1^. titled to demand from the Government of. 
Indiad i .:]&the bullion value of the rupees witb- 
draw’iV. and repatriated plvx the cost 



, 243 


.o£ coinage of the currency which would replace these 
• rupees. • * 

(S) Notes . — ^Although Burma would be ^ci^tiUed to payment 
for the full exchange value of repatriated Government 
of India notes, there would clearly have to be made a 
definite arrangement as tQ the form in which this pay'^ 
ment should be made. Otherwise the Burma Govern- 
ment might ship these notes to India, buy sterling with ^ 
them and obtain full sterling cover for their new note 
^issue at the expense of the sterling' reserves of the 
Government of India. A' fair arrangement would seem 
to be. that the Burma Government should be paid in 
sterling an^ amount which would bear the same propor- 
tion to the total amount payable as the sterling and 
gold reserves of the Government of India (including 
the gold standard reserve) bear to the total note issue of 
the Government of India. Such an arrangement would 
give ■ the Buma Government the same proportionate 
sterling .cover for their note issue as was held by tuc 
Government of India, and as there, would be a reduction 
in the Government of India note issue corresponding to 
the amount of the neav Burma Government issue, the 
Government of India ’.s holding of gold and gold 
.securities would not be proportionately diminislied. The 
remainder of the amount due to the Burma Government 
might 'do paid partly ir! the form of silver if the Burma 
Oovermuent desired to have .silver,.and if not, wholly in 
the form of a reduction of the amount of the debt of the 
Government of Burma to the Government of India. 

. 13. Prom the above brief outline it is clear .that one of the condi- 

tions of the separation of Burma from India should be an arrange- 
ment which would safeguard tlie interests of India in the event of 
Burma adopting a new currency .system. . It is. not easy to devise a 
formula which conld be included in the legislation which will pre- 
sumably deal with the sepai'ation of Burma, but a safeguarding clause 
on the following lines might be sufficient : — 


“ If the Government of Burma adopts a new currency system, 
payment by the Government of India to the Govern- 
ment of Burma for Indian currency withdrawn from 
circulatioTi in Burma and repatriated to India shall be 
limited to an amonni wlreh will represent the cost to 
the Government of Burma of replacing the curwncy 
withdrawn from circulation and shall be made in su^ 
a manner that the gold and sterling reserves of 
Government of Bnlia w'ould not be proportionately 
, weakened,” 


Presumably, the Act would name some authority, probably the 
Britiidi Government, as the authority to decide differences between the 
Government of India and the Government of Burma which m^iht 
Mrise in tfarrying out the provisions o Oh e Act, and' this authority 


would have to be the authority to dec^ ^extent and the form 
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payments to be made by the Government of India to the Government 
of Burma for currency repatriated. 

14. In the above paragraphs the assumption has been made that 
the currency arrangements in India remain as at present. In the 
event of the Government of India note issue being replaced by a 
reserve bank issue before a new currency system is introduced in 
Burma, s|)cc)al arrangements regarding Burma would probably have 
to be made at the time of handing over the note issue to the reserve 
bank. Whatever currency system might eventually be adopted by 
Burma, presumably no change would be made until some time after 
separation v/as eifected. During this period the Indian Currency Act 
and Indian Coinage Act would have to apply to Burma. 

III. — Miscellmeous. 

15. Some of the more important questions which the Finance 
DepartJnent will have to consider, if it is decided to separate Burma 
from India, are dealt with below : — 

(1) Ways and means, — Presumably, the Bui'ma Government 
would arrange with the Imperial Bank of India to conduct their 
business on much the same lines as the bank now conducts the business 
of the Government of India. The Burma Government would take 
over control of the resource work at treasuries, where the Govern- 
ment of India should probably arrange to maintain (Uirreney chests, 
as long as Burma used Indian currency. 

(2) Government of India securities held in Burma . — -At present 
a considerable volume of Government of India securities are held in 
Burma, and interest is payable at any treasury in Burma. Clearly, 
it is desirable that Burma holders of Government of India securities 
at the time of the separation should have the same facilities for draw- 
ing the interest as they now have, and it would be desirable to arrai^e 
with the Government of Burma for the continuance of these facilities, 
at any rate as regards securities held in Burma at the time of the 
separation, though it will probably be undesirable to allow further 
transfers from India to Burma. The Government, of Burma coUld 
be givetf a commission on the aniount of interest paid. 

(3) Post office cash certificates.— On separation, presumabty 
the issue of Government of India post ofHce cash certificates in 
Burma would cease, and the Government of Burma would issue certi- 
ficates of their own. ' As, however, the certificates previously issued 
would represent an obligation of the Government of India, and as it 
would be a very complicated matter for the Government of Burma 
to attempt to take over this obligation, an arrangement would have 
to be arrived at by which the Burma Government would arrange for 
the payment of the certificates as they mature at their post ofSces 
and debit the amounts to the Government of India. Probably they 
would have to be given a eommiasion for this service. 

(4) Post office savings lank deposits . — In this case the simplest 

method of procedure probably would be for the Burma Government 
to take over the iaviir^l^ V^eposits from the Goyetnunent of India, 
the debt of the Gov|' '4: ^ l^urma to the Government of India 
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being reduced accordingly. It might be said that the depositors-' 
would have reason to complain of such a transfer, because their de* 
posits would be transferred from an institution backed by the credit 
of tie Government of India to an institution backed only by the 
credit of the Government of Burma. This difBeulty could be got over 
by giving depositors notice some time in advance that their deposits 
were to be transferred, so that they would have an opportunity of 
withdrawing them if they desired to do so. 

(5) Provident fund deposits. — Presumably, the piovident fund 
deposits belonging to officers of the Burma Government and any 
officers of the central Government which may be transferred to the 
Burma Government would be taken over by the Government of 
Burma, who would also take over the incidental liabilities. The total 
amount of deposits would be presumably deducted from the debt of 
the Government of Burma to the Government of India. 

(6) Other deposUs . — At present all deposits received in Burma 

are taken into ‘the balance of the Government of India. Presumably, 
the Bunna Government would take over these deposits with the inci- 
dental liabilities. ^ 

(7) Family pensioji funds. — ^Presumably, officers serving under 
the new Burma Government would not be eligible to subsefibe to the 
family pension funds now Jidininistered by the Government of India, 
^t the Government of Burma would .start similar funds of their own. 
Arrangements would have to be made to transfer officers’ subscrip- 
tions from the Government of India funds to the new funds of the 
Government of Burma with i)robably a contribution from the Govern- 
ment of India to cover the period during which the officer was in the 
service of the Government of India. Here, again, the total amount 
transferred could be taken in reduction of the debt of the Govern- 
ment of Burma to the Government of India. 

(8) Income-lax . — ^Most of the trade in Burma is conducted by 

Indian or European firms which are at present a.ssessed to Inx either 
in Burma or in India on the total income from their operations in 
both countries. The question of double income-tax will, therefore, be 
of considerable importance. * 

(9) Staff . — The conditions on which the Government of India’s 
staff employed in Burma will be taken over by the Government of 
Burma will have to be worked out in detail. 

(10) Railways . — The terms on which the Burma railways will 

be taken over will have to be worked out very carefully. They are 
the most profitable portion of the Government of India railway 
system, and even if it is decided that the Burma Government should 
take in future the full profits regardless of los.ses which may have 
occurred in the past, i.e., that they would merely have to pay to the 
Government of India the capital at charge on these railways, the rate 
of interest which the Government of Bunna should pay to the Qov^n- 
ment of India on the capital at charge will be difficult to determine, 
aa the capital has been raised over a pcrio!?^"^t ^rs at different rates 
of interest. ^ ■*' 
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(11) Posts and teUgraphs.--Tlie terms on whidi the assets af 
the Posts and Telegraphs Department will be taken over by the Borma 
Government will have to be worked out in detail. 

(12) Qovemnmt of India lands and buildings.— Here again 
a difficult question will arise as to the terms on which the lands and 
buildings at present in possession of the Government of India ^ould 
be handed over to the Government of Burma. 
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ANNBXUEB I. {8ee para. 6.) 


1924 

^rodiuetion of stiver *» Burma, 

(In thousanda of fine ounces.) 

• • •• •• 6(288 

1026 

• % « • 

. . 

. . . . . . 4,832 

1926 

* • « • * 

. . 

5,104 

1927. 

. . 

. . 

.. .. .. 6,004 

1928 


. . 

7,406 

1920 

• • • • 

, * 

7,290 


Exports of sUver from Burma. 


— 

India. 

1 

Straits 

Settle- 

ments. 

Federated 

Malay 

States. 

1 

Mauritius. 

ToteL 

1924-26 

5,430 



, , 

6,430 

1926-26 ' 

4,791 

16 

16 

- 

4,822 

1926-27 

4,627 

41 

56 

• • 

4,724 

1927-28 

6,411 

18 

37 


6,460 

1928-29 

7,648 

32 

[ 39 

344 

7,963 


Imports of silver into Burma. 


— 

India. 

1 

United 

Kingdom. 

Hong 

Kong. 

Federated 

Malay 

States. 

Total. 

« 

1924-25 

. . 

. . 

, . 

, . 

• , 

1926-26 

•• 

3 

•• 

7 

10 

1926-27 

2 

•• 

•• 

•• 

2 

1927-28 

9 

72 

19 

•• 

106 

1928-29 

5 

4 

•• 

•• 

9 


It 'will be seen from the above figures that the imports of silver 
into Burma are negligible, and that almost the whole of the silver 
produced in Burma is exported. As figures of production by official 
years are not available, it is not possible to calculate, the actual 
amount of silver consumed in Burma^'^>“S^e above figures show 
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that the amount is very smaU. In the circumstancM the Govern- 
ment of Burma will not find it profitable to impose import and e®* 
cise duties on silver. 

So far as India is concerned, if India levies an import duty of 
4 annas an ounce on silver imported from Burma, the Government 
of India will lose very little as almost the whole amount of the silvw 
produced in Burma is exported to India. The Government of India 
•will lose only the excise duty on silver consumed in Burma, but the 
figures show that tliis amount is negligible. 
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ANNEXURE II. 

Mbmorandum on paragraphs 6 to 9 op Appendix to Part VIIX op 
THE Statutory Commission's repoh/j?. {Pages 282 to 284.) 

Separation of Burma and customs revenues. 

This moiuoraiidum deals with the effect of levying import duties 
in Burma and in India on Indo-Burmese trade. The trade in 
kerosene and petrol is excluded from this examination. Sir Walter 
Layton’s estimate^is that Burma will obtain 116 lakhs from impoi*t 
duty on goods from India, and that Tndi^ will obtain 25 lakhs from 
import duty on goods from Burma (paragraph 9 of the appendix, 
pages 283 and 284). This estimate is based on the assumption that 
the existing import duti(\s will be applied at both ends (paragraph 

7 ). 

2. Four statements are attached : — 

(I) Imports of Indian merchandise into Burma. 

(IT) Imports of foreign merchandise into Burma from 
India. 

(III) Imports of Burme.se merchandise into India from 

Burma. 

(IV) Imporis of foreign merchandise into India from 

Ibirma, 

^ These statements vepr<*seat the trade for 1928-29. and are taken from 
fables 7 to 10 in I’art II (pages 219 — 267) of the sea-borne trade 
and navigation of Burma for 1928-29 (the latest volume available). 
In each stalemetd the. total trade is divided into three groups : — 

Free goods. 

Goods at speeial rates of duly, 

Goods dutiable at 15 per (?ent. ad valorem. 

Deductions have then been made for the intra-i)roviucial trade, i,e., 
between ports wdtliin the province of Burma, and the duty leviable 
at existing rates on the trade betwe(m Burma and India has been 
estimated. 


3. Tin' result of tfie estinuue 

may be displayed in 

the following 

statement : — 

• 

Lakhs. 

Thdy payable iv Burma — 



Indian merchandii^e 

. . 

290 

Foreign merchandise 

.. 

24 


Total duty 

314 

iHUy payable in India — 



Burmese merchandise 

. . 

95 

Foreign merchandise 

• • « t • ■ 

B 



— — 



103 
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The trade in foreign merchandise will be affected in quite a differ* 
ent way from that in indigenous products, f'oreign merchandise, 
which now goes to Burma from India, has already paid duty in 
India. In rature part tffll go direct, and the greater part of the 
remainder will be shipped under claim for drawback, and in eitiier 
case India will lose the duty. To be on the safe side it wouM be as 
well to treat the duty as a debit to Indian revenues, and similarly to 
debit Burma's revenues with the duty leviable* in India on foreign 
(merchandise exported from Burma. We thus obtain the following 
result : — * 

Burma. India. 

Gain . . . . . . . . . . 314 103 

liOss .. .. .. .. .. 3 24 


Net gain . . 306 79 


4. This result assumes that the trade will remain at its present 
level. Naturally some depression will follow the imposition of 
duties, but it is difficult to see how the effect can be as great as is 
suggested in Sir Walter Layton’s figures. A gain to Burma of 240 
lakhs and to India of 60 lakhs would not be an exti’avagant estimate. 
Sir Walter Layton’s figure of 116 lakhs for the gain to Burma is the 
Bunna Government’s own estimate, and it has been ascertained that 
this was merely intended as a safe guess calculated in tlie following 
manner. The average duty on imports of foreign goods into Burma 
in 1926-27 was 17 per cent. An average duty at the guess figure of 
8 per cent, (on roughly half the above amount) on Indian goods im- 
ported into Burma would yield on the 1926-27 imports 116 lakhs. 

5. In dealing with India’s customs revenues from existing 
sources, a flat rate of 2 annas for kerosene has been assumed. Sir 
Walter Layton, writing no doubt before the introduction of the 1930- 
31 budget, has taken 2^ annas. At the 2 anna rate for kerosene the 
gross gain to India will be — 


Lakhs. 

* ' 

Existing excise .. .. .. .. .. 160 

Additional rate on kerosene .. .. 56 

Nett duty on other imports from Burma . . . . 60 


against Sir Walter Layton’s figure of 326 lakhs. At the present rata 
of customs duty on kerosene (2i annas) India would gain 334 lakhs. 
On the other hand, thi^.}f|^ate gives a gain to Burma of 997 lakhs 
against Sir Walter Lrf. ,/. l^-^re of 873 lakhs. 
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L 

Ooatting imports mto Burma — Indian merchandise — Values and duty 

in lakhs. 


— 

Gross. 

Intra«pro- 

vinoial 

trade. 

Net 

India- 

Burma, 

Daty. 

Total 

•• 

1,643 

141 

i,m 


Fret goods. 






Animals 


3 

•• 

3 

•• 

Books . . 

• • 

3 

•• 

2 

•• 

Grain* pulse and flour 

• • 

134 


116 

• • 

Hides and skins 

• • 

1 

1 

•• 

• • 

Machinery 


1 

•• 

1 

• ft 

Manures 

•• 

1 

•• 

1 

•• 

Total free 

•• 

142 

19 

123 


Total dutiable 

« • 

1,401 

122 

1,279 

•• 

Articles at special rates. 






Cool 

• « 

111 

1 

•• 

111 

3 

Fish, salted 

• » 

17 , 

•• 

17 

1 

Fodder 

• • 


2 

•• 

•• 

Matches 

• V 


3 

1 

1 

Tobacco 

■ ft 


9 

121 

180 

Toys 

f a 


•• 

3 

1 

Total at special ratcia 

• • 

267 

14 

263 

186 

Ad vahrem at 16% 

9 t 

1,134 

108 

1»026 

164 

Total duty 

• • 



e • 

880 
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II. 

Coasting imports into BurmOfr-Foreign morchandho—'Vahtos and 

duty in lakhs. 


o 

Gross. 

Intra 

Pro- 

vincial. 

Net 

India- 

Burma. 

Duty. 

Total 

193 

84 

109 


Fre/t goods. 

Books . , 

1 

, , 

1 

• • * 

Dyes .. 

2 

• • 

2 

V V 

Machinery 

15 

4 


9 • 

Total free 

18 

4 

14 

• a 

Total dutiable . . 

175 

80 

85 

• • 

DnUabh of special m/es. 





Liquors 

5 

2 

3 

3 

Matches 

0 

1 

1 

1 

Tobacco 

11 

4 

7 

7 

Total 

18 

7 

11 

11 

Ad valorem at 15% 

157 

73 

84 

13 

Total duty 

•• 

•• 

* V 

24 


in. 


Coasting exports from Burma — Burmese merchandise — Values and 

duly in lakhs. 



Gross. 

Intra 

Pro- 

vincial. 

j 

1 Net 
Burma- 
India. 

Duty. 

Total 

3,317 

m 


• • 

Kecoseiie and petrol 

885 



V • 

ToM excluding kerosene and 


102 

2,830 1 

J 

« • 























• 

Gross, 

Intra 

Pro. 

vinoial. 

B 

Duty. 

Free goods. 




■ ■ 

'Grain, pulse and flour 

1,760 

0 

1,761 


Hides and skins . . 

8 

. • 

8 


Stick lac 

51 

. • 

61 


Ck)tton, raw 

1 

•• 

1 

•• 

Total free 

Total dutial# excluding kerosene 
and petrol 

1,820 

9 

1,811 

•• 

612 

93 

619 

•• 

Dutiable at special rales. 





Fodder 

2 

1 

1 

• • 

Matohes 

18 

2 

16 

13 

Lubricating oil . . 

34 

• a 

34 

3 

Tobacco 

Total (excluding kerosene and petiol) 
dutiable at special rates 

21 

9 

12 

6 

76 

12 

63 

94 

Ad valorem at 15% 

537 

81 

466 

71 

Total duty (excluding kerosene and 
petrol) 

•• 

•• 

•• 

96 


IV. 


Coasting exports from Burma — Foreign merchandise — Values and 

duty in lakh'i 


— 

Gros*j. 

Intra 

Pro- 

vinoial. 

Net 

Burma* 

India. 

1 

Duty. 

Total 

•• 

122- 

75 

47 

•• 

Free goods. * 

Machineiy 

. . 

5 

4 

1 

. . 

Total free 

• • 

6 

4 

1 

• • 

Total dutiable 

• • 

1 A 

4« 

« • 
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lAai of EwHoour^o. 

1. Letter to all locqj Governments of Governors *'l*rO“ 

Vinces (except Burma), No. i\-67130-B., dated the 
, 24th June 1930. 

2. Letter to the Chief Becretai*y to the Government of . 

Burma, No. P.-67]30-E., dated the 24th June 1930. ’ 

3. Letter to the Begistrar, High Court, 'Calcutta, 

Appellate Side, No. P.-67130-B., dated the 24th June 
1930. ■ 

4. Letter to the Chief Commissioners, Coorg, Baluchistan, 

Delhi, Ajmer-Merwara, No. P.-67130-E., dated the 
24th June 1930. 

5. IjelJer to the Ch lef Commissioner, North-West Frontier 

Province, No. F.-108}.'^0-B,, dated the 2n^ Augyst 

6‘. Letter from the Gov'ernmeut of Madras, No. 97^JS*dated * 
the 11th August 1930. ” 

7. Letter from the Gloverument of Bombay, 

dated, the 13th August 1930, and enclosures. 

8. Note bv*His JAxcelleucy the Governor of Bombay. 

9. IVlegram to the Government of Bombay, No. 2940-IS., 

dated the 31st August 1930: 

10. 'J’clegram from the Government of Bombay, dated the 

7th September 1930. 

11. Ijetter trom the (lovernment of Bengal, No. 219-A.C., 

dated the 15th August 19.30, and enclosures. 

12. Jjetter from the Government of Bengal, No. 222-A.C., 

dated the 22nd August 1930, and enclosure. 

13. Letter from the Government of the United Provinces, 

No. 4949-0., dated the 23rd August 1930, and 
t nolosures. 

14. Let ter from the Govenunent of the Punjab, Nb. d:70d-S. 

Beforms, dated the 14th August 1930, and enclosures. 

15. Letter from the Government of the E*nnjab, No. 6504- 

1 . S. Befoims, dated the 16th September 1930, and *. 
/ enclosures. 

|6. Letter frgm the Government of Burma, No. 392-D.-3D, 

^ dated the 1.3th August 1930. 

17. Letter from the Govemmen*^ of Bihar and Orlasa, 
No. 4368-A.R., dated P ^ August 1930, ana ► 
puelosnre. 
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18. Letter from the Government of the Oentr^ Frovim- 

eefc., No. R.-15-TV, dated the 12th August 1930. 

19. Letter frcan the Government of Assam, No. Kfm.-81 

8801-A.P., dated the 12th August 1930. 

20. Juctter from the Chief Commissioner, Delhi, No. 7131- 

Home, dated the 8th August 1930. 

21. liotter fiom the Chief Commissionei*, Coorg, No. 2852| 

11-28. dated tlie 4th Heptember 1930. 

22. Letter fi'oin the (’hief Commissioner, North-West 

*^’rontier Piwince, No, 3305-P., dated the 28|29th 
August 1930, and e«eli»sure. 

23. Letter tnun the Chief Commissioner, Haluehistan, 

xNo. 3614 l\, dated the 14th August 1930. 

24. Letter from the Chief Commissioner, Ajflier-Morwara, 

No. 4.') C in-C.C.>30, dated the loth August 1930, 
and (‘iiolo'iuro. 

25. Letter from the Registrar, High Court, Calcutta 
. No. 11741 (K, dated the 18th duly 1930. 
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